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PREFACE 


This Ixiok has licen written in the hope that it will be found useful 
to bank men and others who are beginning the study of the law and 
practice of English banking, and particularly to students who are 
preparing for the Part I Examination of the Institute of Bankers. 
With this object in view, a large portion of the book has been 
devoted to cheques and bills, and the Bills of Exchange Acts, 1882, 
1906 and 1917 have been given in full in the Appendix. 

The author desires to acknowledge his indebtedness to the 
standard works of English banking law, and particularly to Questions 
on Banking Practice and the Journal of the Institute of Bankers, The 
author’s grateful thanks are due to Mr. Ernest Sykes for his kind 
assistance and advice. 


London, E.C, 3, May 1923. 



THE ENGLISH WAY 

A Text-book on the Art of Writing. By B. L. K. Henderson, 
D.Lit. Crown 8vo, 370 pp. 7s. 6d. net. Nwth Imprtssion. 
This book deals in a very fresh way with the all-important 
subject of English Composition. The author, apart from 
his high academical qualifications, is specially equipped for 
writing such a book, since he has been teaching and lecturing 
upon the subject for the past twenty years. 

This book has been added to the list of books recommended by the 
Council of the Institute of Bankers to students preparing for the 
Institute's examinations. 

The Midland Venture (organ of the Midland Bank, Ltd.) says : “ Rarely 
has a book^ dealing with a technical subject, been presented to the 
public in so happy and human a manner as The English Way by Dr. 
Henderson.” 

The Old I^jdy of Threadneedle Street (organ of the Bank of England) says : 
“ The book is good throughout, and in places delightful. Its wit 
and wisdom will please every reader.” 

The Scottish Bankers^ Magavfne says : “ Many great writers, of course, 
drive a coach and four through the canons of the grammarian, and an 
outre style has not infrequently been hailed as an unqualified mark of 
genius, but for the workaday mortal who has to write a sensible letter, 
or report what took place at a meeting, or read a paper at the local 
‘ Literary,’ Dr. Henderson’s manual is valuable in the highest degree.” 
Journal of the Institute of Bankers says : “ For this book we have nothing 
but praise.” 

A PRACTICAL GUIDE TO PR^:CIS WRITING AND INDEXING 
By G. O. K. Lydall, L.L.A., Lecturer in English at the 
City of London College. Crown 8vo, 256 pp. Price 4s. net. 
^riiis book is on the list of books recommended by^the 
Council of the Institute of Bankers. Vifth Impression, 

The Bank Officer says : “ Compared with the books that were in use 
liftcen years ago, the present volume strikes us very favourably. Three 
or four pages of disputed advice by way of an introduction, based upon 
the reports of the Civil Service Commissioners, was usually all the 
instruction such books contained, and the rest consisted of a reprint 
of series of Foreign Oflice letters, twenty to fifty years old, which the 
student was expected to read and digest into condensed epitomes of 
about three hundred words. The present volume, in contrast, contains 
ten short chapters of instruction upon the elements of precis writing, 
the use ot indirect speech, logical order, etc., and the exercises are taken 
mostly from the current numbers of the daily newspapers.” 

ECONOMICS FOR EXAMINEES 

By Allen Watkins, M.A.(Econ.), F.C.A., and E. M. 
Iaylor, F.C.A. Crown 8vo, 120 pp. Price 6s. net. 

1 his book contains information in a condensed form which 
would otherwise be inaccessible to students except through 
a wide and lengthy course of reading. Invaluable to ex- 
amination candidates. 

Scottish Bankers* Maga:fne says : “ The compilers of this treatise are 
both well-known writers in the field of Economic Science, and in the 
present treatise they have been successful in marshalling a vast amount 
of intormation in a highly condensed form eminently adapted for 
students of economics preparing for examinations.” 
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NATURE OE BANKING— FUNCTIONS OF A BANKER- 
BANKS AND BANKING COMPANIES 

1. Historical. —The word “bank’’ is generally considered to be 
dciivcd from the Italian word banco, “ a bench,” and took its 
origin from the benches which the Jews in Lombardy used in carry- 
ing on their banking operations. Banking in its earliest forms is 
a very ancient business, and, although adequate treatment of the 
history of the subject is outside the scope of this treatise, yet the 
following brief recital of the chief phases through which banking 
has passed in England may enable the reader to appreciate more 
readily the nature of banking and the functions. of a banker. 

The first function of the direct ancestors of the modern English 
banker was that of money-changing, and we find that in the reign 
of Edward III this was undertaken by a Royal Exchanger for the 
benefit of the Crown. He made his profit in the difference between 
the amount of English money he gave for the various foreign moneys 
tendered to him by travellers and merchants entering the kingdom, 
who required English money, and the amount of English money he 
received in exchange for the foreign moneys he gave to persons 
going out of the country. In other words, he made his profit in 
the difference between the rate at which he bought foreign money 
and the rate at which he sold it. The foreign exchange dealer of 
the present day, with his private lines and numerous telephones, 
makes his profit in exactly the same way. 

When the office of Royal Exchanger fell into abeyance, his 
functions were performed by the goldsmiths, who, as workers in 
gold and silver, were particularly fitted for the business of appraising 
the value of the miscellaneous coins circulating in those times. 
Furthermore, they had the necessary accommodation for the safe 
storage of the precious metals. 
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Arising out of tlie above, we find that jnercliants and moneyed 
people began to entrust their S2)are cash to the goldsmiths, receiving 
in cxcluingo ii form of receipt. These receipts, known as “ gold- 
smitli’s notes,” constitute the earliest form of bank-note. They 
were payable on demand, and enjoyed a considerable circulation. 
When the goldsmiths commenced to lend money, and to borrow 
money with a view of lending it again, an important step was taken 
in the d(^v(^lopment of banking. They lent money by issuing their 
own notes to the borrowers. When it was discovered that only a 
small })roportion of notes was presented for encashment at any 
one time, and that notes far in excess of the actual cash in their 
hands could be safely issued, banking, as we understand it, was 
established. In other words, credit ” had been manufactured. It 
should be noted that the goldsmith’s notes were payable on demand, 
and tliat the receipt of money re])ayable on demand is still one of 
the chief characteristics of English banking. 

At this time the issuing of notes became so closely associated 
with banking business that it w'as for many years regarded as an 
indispensable function of a banker. 

The next phase arose when arrangements w^ere made by which, 
instead of taking notes, the depositor could issue an order on the 
goldsmith instructing him to ])ny the sum stated in the order. These 
oideis weie drawn payable to bearer, and bore serial numbers. 
TJiey wnv, therefore, similar to the goldsmith’s notes which, in due 
course, they supplanted. As with tlie notes, the serial numbers 
W(U'e registered for the purpose of verification. Hence, the books 
of forms were called “ check books.” 

Until tJie foundation of the Bank of England in 1()94, the gold- 
smitli-bankers, and those merchants who added banking to their 
business activities as mercers, brewers, etc., WTre the only bankers 
m the country. After the establishment of the Banb of England, 
legislation wuis directed against the competition of other banks by 
limiting the number of ])artners of an issuing bank to a maximum 
of ^i.x. As the issuing of notes w'as considered to be an indispensable 
part of a banker’s business, it was thought tliat this limitation of 
partners would prevent the formation of any formidable rival to 
tilt BanJv of England, bor various reasons, how^ever. bankers began 
voluntarily to discontinue their note issues, and when in 1833 joint 
stock banks, which liad no right of issue at all, began to be estab- 
lished, banking entered into its present ])hase. 

2. The Bank of England.--Thc Bank of England was founded 



BANKS AND BANKING COMPANIES 8 

under a scheme put forward by a Scotsman named William Paterson 
to raise money for the Government. William III had not long been 
on the throne, and was in great need of funds to continue the war 
with France. The scheme was to apply tho joint stock principle 
to banking, and to lend the money raised to the Government. The 
Bank’s Charter granted limited liability and authorised the Bank 
to issue notes. This Charter authorised the Bank to continue for ten 
years, and it was renewed for various intervals from time to time. 

The Caj)iial at the Bank’s inception was £1,200,000, and this sum 
was the first funded debt of the country. Prior to the establishment 
of tho Bank, the Government, when the Treasury was empty, had 
to borrow such sundry sums as individuals could bo induced to lend. 
Henceforth, thc^ Bank lent such sums as w'ore necessary, and in this 
and other respects proved to be of the greatest service to the Govern- 
ment and to the country. To secure its pre-eminence, legislation 
was directed soon after its foundation against competitors. Thus 
in 1708, the Act of Parliament renewing the Bank’s Charter provided 
that no partnership or corporation consisting of more than six persons 
could issue notes. This remained the law until 1826, when banks 
consisting of more than six partners, provided they had no office 
within sixty-five miles of London, were allowed to issue notes. The 
Act of this year also authorised tho Bank of England to open branches. 

The next great event in the history of the Bank of England and 
of banking in England was the Act of 1833, which renewed the Bank’s 
Cliartcr for a further period, and made the Bank’s notes legal tender 
for suras above £5, except at the Bank and its branches. The Act 
also authorised the formation in London of joint stock banking 
companies consisting of more than six persons provided they did not 
issue notes. Under this Act were founded the National Provincial 
Bank of England, 1833, London & Westminster Bank, 1834, London 
Joint Stock Bank, London & County Bank, both 1836, and Union 
Bank of London, 1839. Messrs. Hoare & Co. of Fleet Street, was 
established prior to 1673, while Messrs. Child & Co., absorbed by 
Gl 3 m, Mills & Co. in 1924, was established before 1560. 

Another stage in the history of the Bank of England and of English 
banking was the passing of the much criticised Bank Act of 1844, to 
regulate the issuing of notes in England. There had been numerous 
financial crises and the consequent distress had been much aggravated 
by the numerous failures of private bankers. There was no limit 
to the issue of notes, and the Act was passed to limit all issues, 
including those of the Bank of England, and gradually to eliminate 
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entirely the issues of all the other banks and bankers. In regard 
to the latter, this was not finally accomplished in England and Wales 
until 1921, when the last note-issuing bank (Messrs. Fox Fowler & 
Co.) lost its right of issue on being absorbed. 

As regards the Bank of England, the Act provided that the Bank 
was to keep its note issues distinct from its general banking business. 
An Issue Department was therefore formed, to which was transferred 
all the notes issued, and securities to the value of £14,000,000, the 
balance being made up of gold and silver. The securities included 
the sum of £11,015,100 owing to the Bank by the Government. 
(This is merely a book debt on which the Government pays interest.) 
Every note above £14,000,000 had to be covered by gold coin or 
bullion (or silver bullion to a limited extent). 

'i'he next great event in the history of the Bank was the passing 
of the Currency and Bank Notes Act, 1928. This Act, together with 
the Bank Act of 1844, controls the issue of notes in England and 
Wales. When the Great War broke out in 1914, the Government 
deemed it desirable to issue currency notes of £1 and 10s. These 
were, at first, issued solely on the credit of the country, but later, in 
preparation for the taking over of the issue by the Bank of England 
and the return to the old system that all note issues should be 
centred in the Bank, certain assets, in the form of Bank of England 
notes, silver and Government securities were provided. On the 
22nd November, 1928, the Bank of England took over all the currency 
notes issued by the Treasury. 

The Bank of England has to publish a weekly statement, showing 
s(‘parately the assets and liabilities of the Issue and the Banking 
Departments. The return issued for the week ended 12th February, 
1937, is given on the opposite page. 

In regard to the Issue Department, the item “ Notes Issued’* 
comprises all the notes issued by the Bank. These are legal tender 
currency in England and Wales for any amount, and the Bank’s 
notes for £1 and 10s. are also legal tender in Scotland and Northern 
Ireland. The Scots and N. Irish banks of issue are entitled to issue 
their own notes of £1 and upwards, and are empowered to hold Bank 
of England notes against such issues instead of gold coin. 

Amongst the assets is the item Government Debt, which has 
already been explained. The other two security items call for no 
comment. “ Silver coin ” consists of silver coin which is current and 
legal tender in the United Kingdom, and by the provisions of the 
Currency and Bank Notes Act, 1928, may not exceed £5,500,000. 
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The total of the securities, including the silver coin, amounts at present 
to £200,000,000 and the issue against them is termed the Fiduciary 
Note Issue. (A reduction from £260,000,000 to £200,000,000 was made 
in December, 1936.) All notes issued beyond this amoimt must be 
covered by gold coin and bullion. 


ISSUE DEPARTMENT 

£ I 


Nntofl issued: — 

In circulation . . . . 454,993,929 

In Banking Department 58,066,732 


Government Debt 
Other Govt, securities 
Other securities . . 
Silver coin 


£ 

11,015,100 

187,935,898 

1,039,058 

9,944 


Fiduciary issue . . . . 200,000,000 

Gold coin and bullion . . 313,660,661 


£513,660,661 


£513,660,661 


Capital 

Rost 

Public deposits* . 
Other deposits: - 
Hankers’ 

Other accounts 


BANKING DEPARTMP^NT 

£ I 


14,553,000 

3,614,636 

11,695,579 

99,157,140 

37,344,628 


Government securities . . 
Other sc'curitios: — 

Discounts and advances 
t^ecurities 
Notes 

Gold and silver coin 


£ 

81,230,231 


6,509,174 

19,517,279 

58,666,732 

451,567 


£166,374,983 


£166,374,983 


* Including Exchequer, Savings Banks, Commissioners of National Debt, 
and Dividend Accounts. 


In order to provide for a certain measure of elasticity in the 
country’s note issues, the Treasury may, on the request of the Bank, 
authorise a specified increase in the fiduciary note issue for a period 
not exceeding six months, and renewals or variations may be made 
from time to time in like manner, but no increase can remain in force 
for more than two years without the sanction of Parliament. Any 
increase authorised by the Treasury has to be reported forthwith to 
both Houses of Parliament. The Treasury may also, on the request 
of the Bank, authorise a reduction in the amount of the fiduciary 
issue. The Bank has always to keep sufficient securities in the Issue 
Department to cover the fiduciary issue for the time being. 

All the net profits made by the Issue Department have to be paid 
to the Government, and the Bank, therefore, does not include any of 
the income from this department in its Income Tax Returns. The notes 
are also exempt from stamp duty and any payment in lieu thereof. 

By virtue of s. 1 (1) of the Gold Standard Act, 1925, the Bank of 
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England is not bound to i)ay any of its notes in gold coin. So long as 
this section remains in force, Bank-notes for £1 and 10s. shall be 
deemed a legal tender of payment by the Bank, or any of its branches, 
including the payment of its own notes of the larger denominations. 
The larger notes are payable in £1 and 10s. notes at the Head Office 
of the Bank, or, if issued by a branch, then also at that branch. The 
smaller notes are payable only at the Head Office. 

Prior to the Gold Standard (Amendment) Act, 1931, the Bank was 
bound to sell to any person, against payment in any legal tender, gold 
bullion at the price of £3 17s, 1 0|d. per ounce troy of gold of the standard 
fineness of } i^hs, but only in the form of bars containing approxi- 
mately 400 ounees troy of fine gold (Gold Standard Act, 1925, s. 1 (2). 
This proviso enabled bankers and others to purchase gold for export 
when lequircd. Under the provisions of the Bank Act, 1844, the 
Bank is still compelled to exchange for notes all gold offered to it at 
the price of £3 17s. 9d. per ounce of standard fineness, though naturally 
no one is likely to offer gold at this price under present conditions. In 
this way the Bank maintained a free gold market in London, though 
its notes were not exchangeable for gold in the same way as they were 
before the Great War, when gold could be demanded for a £5 note. 
Heiiee, though we had no longer the luxury of an internal gold circula- 
tion, our notes weie convertible into gold for all material purposes. 
In September, 1931, however, the Amendment Act was passed and 
the Bank was freed from the obligation to sell gold under the above 
clause, and this position will no doubt continue until stabilisation is 
again effected. 

The Currency and Bank Notes Act, 1928, provides that “ If any 
person prints, or stamps, or by any like means impresses, on any 
bank-note any words, letters or figures, he shall, in respect of each 
offence, be liable on summary conviction to a penalty not exceeding 
one pound.” The object of this clause is to prevent any notes being 
disfigured by advertisements, and, in particular, to enable the Bank 
to re-issue the £1 and 10s. notes if so desired. Whilst nothing must 
be put on the small notes, it is understood that the Bank will not 
object to a bank stamp being put on the back of soiled notes of £6 
and upwards when presented to the Bank for payment. It should 
be noted that this section does not mean that any note so defaced is 
not a legal tender, but only that the person responsible is guilty of 
an offence, lurthor details respecting Bank-notes are given in 
Chapter XI II. 

In regard to the items mentioned in the return of the Banking 
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Department, the Capital has stood at £14,553,000 since 1816. The 
“ Rest,” which corresponds to the joint stock bank’s “ Reserve 
Fund,” is never allowed to fall below £3,000,000, and is part of 
the proprietors’ fluids, since it has been accumulated out of un- 
divided profits. 

The term “ Public Deposits ” is explained by the footnote of 
the statement. “ Other Deposits ” consist of the balances kept 
with the Bank by its customers in London and at the Bank’s branches, 
and the balances deposited by other banks. The total corresponds 
to the “ Current, Deposit and other Accounts ” of the joint stock 
banks, and shoivs the Bank’s liabilities to tlui general public on these 
accounts. The Bank of England does not allow interest on money 
deposited with it. 

The next item needing comment is “ Other Securities.” This 
term covers all securities held by the Bank other than Government 
securities, and all advances and loans made to its customers, in- 
cluding bills discounted. 

The remaining two items, notes and gold and silver coin, con- 
stitute what is known as the “ Reserve.” From these the Bank 
meets its customers’ withdrawals in cash or notes. As, however, 
the Bank numbers amongst its customers the London Clearing and 
other banks, which keep their surplus funds with the Bank, and 
replenish their tills by drawing on their accounts, the Bank really 
keeps the final cash reserv(‘s of the whole country. 

As the banker of the Government and the other banks, the Bank 
of England occupies a very important position. The application, 
however, of the principle of limited liability to banks under the 
Companies Act of 1858 and subsecpient Acts has brought about 
the great joint stock banks with resources far in excess of those of 
the Bank of England. 

The Bank of England fixes the “ Bank Rate ” on which is based 
the London bankers’ rate for short deposits, i.e. deposits repayable 
at call and short notice, and the discount brokers’ di^posit rates. 
Since the rates at which bankers allow on money borrowed by them 
from the public necessarily influence the rates at which they are 
prepared to grant loans or discount bills, the Bank of England, 
through the Bank Rate, is an important factor in the control of tlie 
value of money, particularly money borrowed for short periods. 
The following quotation from The Times, 12th February, 1937, illus- 
trates the close connection with the Bank Ratii of the rates for short 
deposits, short loans and for discounts. 

The Bg^nk Rate is 2 per cent., to wdiich it was reduced from 2 J per 
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cent, on 30th June 1932. The banks’ deposit rate is J per cent., and 
the deposit rates of the discount houses are per cent, at call and 
I per cent, at notice. Following are market loan rates and the market’s 
buying rates for bills : — 


Loans (per Cent.). 

Disroimt (Bank Bills) (per Cent,). 

Day to 
day. 

For short 
periods. 

60 

days. 

\ 1 1 1 . 

3 

months. 

.1 j i t. 

4 

months. 

r, 

\ •. « 

6 

months. 

1* 6 

t t> 8 


Diaeount (Treasury BilLs). 

(Fine Trade Bills). 

2 months. 

3 rnontlis. 

3 months. 

4 months. 

6 months. 

/o 

i -i 

/o 

1 : 

2—21 

-M— 

2i— 3 


“ Bank Rate ” is the rate at which the Bank of England is 
prepared to grant loans for short periods or to discount approved 
bills of exchange of short currency. For its own customers, how- 
ever, the Bank charges the “Market Rate,” which is generally 
lower tlian Bank Rate. This is to put its customers on the same 
footing as those of other banks. “ Market Rate,” though very 
largely dependent on Bank Rate, for the reasons given above, is 
also directly influenced by the daily supplies of money seeking 
employment and the daily demand for such money. 

3. Nature of Banking. — A banker is a dealer in iTioiUiy and 
credit. A dealer in potatoes can readily be visualised, but it i.^ not 
easy to understand what is meant by the expression “ a dealer in 
credit.” The word “ credit ” is used in various senses. It some- 
times means “ reputation for solvency,” as when we say “ Smith’s 
credit is good.” Arising out of this, if an article is sold, and the 
seller agrees to wait for his money, the seller is said to give “ credit.” 
Now the seller has a legal right to receive payment of the amount, 
while, on the other hand, the bu^^er is under a corresponding legal 
liability to pay his “ debit ” or “ debt.” This leads us to the 
“ credit ” wdiich is the foundation of modern banking. A banker 
has only a small portion of the money deposited with him in the 
form of cash. The remainder exists in credit instruments, such as 
bills, notes, cheques, securities, etc., where the debt is evidenced 
by special documents, and in overdrafts and loans, where the debt 



BANKS AND BANKING COMPANIES 


7 


may not be evidenced by any document, but is, nevertheless, a debt 
for which the borrower is legally liable. 

When the goldsmith issued £100 of his notes against the deposit 
of £100 in gold kept in his safe to meet the notes, he did not create 
‘‘ credit.’" But when he issued £200 worth of notes against £100 of 
gold, then he did create “ credit,” and this credit enabled £100 in 
gold to do the work for which £200 had previously been required. 
The main business of a banker as a dealer in money is aptly 
described by Gilbart in his History, Principles and Practice of 
Banking, from which the following quotation is taken : “He [the 
banker] is an intermediate party between the borrower and the 
lender. He borrows of one party, and lends to another, and 
the difference between the terms at which he borrows and those 
at which he lends forms the source of his profit.” 

Though the difference between the rate he allows on money 
lodged with him by his depositors and that charged by him on loans 
and overdrafts, money at call or for discounting bills, etc., consti- 
tutes the banker’s main source of revenue, he has other important 
items to bring into his Profit and Loss Account. Amongst these 
are commissions charged on current and other accounts, or com- 
missions earned in connection with the collection of bills of exchange, 
etc., stock exchange transactions, etc., and interest on investments. 
In passing, we may mention that the principal items on the other 
side of his Profit and Loss Account are interest allowed on deposits, 
salaries, wages, and pensions, rates, taxes, and insurance, rent of 
and repairs to premises, stationery, postages, travelling expenses, etc. 

4. Utility of Banking. — K good banking system confers incal- 
culable benefits on the community by enabling credit to function 
in the most economical way. Amongst these benefits are : — 

(1) Banking transfers capital from those who are unwilling 
or unable to use their surplus capital in production to those who 
are both willing and able so to employ it. The sundry small 
balances on deposit and current accounts would, individually, be 
useless in assisting industry, but, in the aggregate, they amount to 
a very large sum, which the banks lend to traders and manufacturers 
who desire and deserve accommodation. Banks thus increase the 
supply of available capital for industry. Production is thereby 
stimulated and employment created. 

(2) Capital is transferred from those districts which have a 
surplus to those where there is a deficiency, as, for example, from 
the country districts to the manufacturing districts. 
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(3) Banking efiocis great economy in metallic money and cur- 
rency. The greater part of the country’s business is settled by 
cheques without the use of coin or notes. This sets free a vast 
amount of capital which is available for industry. The use of 
cheques also effects an enormous saving of time and labour, and 
frees the public from the risks of loss which the use of coin and 
notes would involve, 

(4) The stability of our banks and the facilities offered to 
depositors and current account holders are a great incentive to 
tlirift and saving, to the great benefit of the community. 

f). Functions of a Banker. — The functions of the modern banker 
ar(‘ numerous and varied, and may be summarised as follows : — 

(1) The receipt of money on current accounts rejiayable on 
(hunand, or on de[)osit accounts repayable on demand or subject to 
an agrei'd notice. 

In this the banker is a borrower and his relation to his customer 
is that of debtor. 

(2) The granting of loans and ovi^rdrafts. 

In this the banker is a lender and a creditor of his customer. 

(3) The discounting of bills of exchange and promissor}^ notes. 

(4) The collection, on behalf of his customers, of cheques, bills 
of (‘xchange and other instruments representing money. Here the 
bankcT acts as an agent for his customer. 

(5) The issuing of drafts, letters of credit and circular notes 
wherein lln^ bankc'r is a seller of credit instruments against cash or 
securities or the ciedit of his customer. The issuing of bank-noti s 
in England and Wales is now the monopoly of the Bank of England. 
Banks in Scotland and Ireland issue their oami notes. 

(G) The [lerformanco of certain subsidiary services 

(a) The ])urchase and sale of Stock Exchange securities, whenun 
the banker acts ns agent for his customer. 

(b) The making of periodical payments, such as charitable and 
club subscriptions, insurances premiums — the i*elationship between 
bank(?r and custonu'r in this connection being that of mandatory 
and maudant. 

(c) The taking charge of such of his customers’ valuables as can 
be conveniently stonnl for safe custody in the banker’s strong rooms. 
In this caj^acity the banker is a bailee, i.e. a person to whom goods 
are entrusted for a specific purpose, e.g. storing the goods, or trans- 
porting them from one place to another. 

If duly authorised, a joint stock bank may act as a custodian 
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trustee under the Public Trustee Act, 1906, in which case the bank 
has the custody of the securities and documents of title relating to 
the trust property. Some joint stock banks take powers to act as 
Executors and Trustees for their customers. 

Another incidental function undertaken by bankers is that of 
answering inquiries regarding the respectability of their customers. 
A private person may not often need to give a reference, but persons 
in business frequently require bankers’ references as to their standing 
and financial responsibility. 

6. Definition of a Banker. — ^The banker performs many services, 
but the function of receiving money from his customers on current 
account and repaying it by honouring their cheques when presented 
for payment is the one function above all others which distinguishes 
banking from any other kind of business. The definition given in 
Hart’s Law of Banking, 4th edition, p. 1 , is ‘‘ A Banker or Bank is a person 
or company carrying on the business of receiving moneys, and collect- 
ing drafts, for customers subject to the obligation of honouring cheques 
drawn upon them from time to time by the customers to the extent of 
the amounts available on their current accounts.” 

As in the Bills of Exchange Act, 1882, the term “ 
throughout this book, “ includes a body of persons, whether 
porated or not, who carry on the business of banking.” ThauVjSney 
Lenders Act, 1911, provides that no person shall be registereii^fe 
money-lender under any name including the 'word “ bank,” or 
any name which implies that he carries on the business of banking. 

7. Classification of Banks. — There are several t}q)es of banks 
carrying on business in England. First, the Bank of England, 
established under Act of Parliament and incorporated by Royal 
Charter and not affected by the Companies Acts. The liability 
of the stockholders is limited to the amount of stock they hold. 
Secondly, the great joint stock banks registered under the Com- 
panies Acts with limited liability, such as Barclays Bank, 
Limited, Midland Bank, Limited, Lloyds Bank, Limited, etc. 
Thirdly, joint stock banks with unlimited liability, the shares of which 
are held privately. To this class belongs the banking firm, Messrs. 
Glyn, Mills & Co. Until the year 1858 all the joint stock banks 
then in existence (except the Bank of England) were companies 
with unlimited liability. Fourthly, banking partnerships with 
unlimited liability, as, for example, Kleinwort Sons & Co. Fifthly, 
Scotch, Irish, Colonial, and foreign banks whose principal places of 
business are outside England and Wales, such as the Royal Bank 



10 


ELEMENTARY BANKING 


of Scotland, Provincial Bank of Ireland, Ltd., Bank of Montreal, 
Hongkong & Shanghai Banking Corporation, Credit Lyonnais, 
National City Bank of New York, 

The joint stock banks, the class in which most of the banks of 
h]ngland and Wales are included, are governed by the Act to which 
the majority of joint stock companies are subject, namely, the 
Companies Act, 1929. Amongst the various provisions of that 
Act we find that a banking partnershij) cannot consist of more than 
ten persons, unless it is registered as a company. Every limited 
company must make an annual return showing the names and 
addresses of all shareholders, and of those who have ceased to be 
shareholders during the year, together with the numbers of shares 
held or transferred, as the case may be. A complete list of all places 
of business must also be given, and a statement in the form of a 
balance sheet, giving the cayntal, assets, and liabilities. This return 
is called the Annual List of Members and Summary* 

Every limited banking company must, under penalty for default, 
on the first Monday in February and the first Tuesday in August, 
make a statement showing the capital and the assets and liabilities 
of the company. A copy of this statement must be exhibited in a 
conspicuous place in the head office and every branch. The accounts 
of the company must be audited annually by auditors selected at 
each annual general meeting. The balance sheet must be signed 
in accordance with the provisions of the Companies Act, 1929; and the 
auditors’ report must be attached, and read at the General Meeting. 

Under the provisions of the Bank Charter Act, 1844, every person 
carrying on the business of banking must make an annual return 
of his name, address, and occupation, and, in the case of partner- 
ships, the names of all partners and the name under which the 
business is carried on must be stated. In the case of limited bank- 
ing companies this return is superseded by the Annual List of Members 
and Summary referred to above. 

8. Bank Balance Sheets. — The nature of the funds in the hands 
of a banker and the manner of their employment can be readily seen 
by a stud}^ of the pro forma balance sheet which appears on p. 11. 

9. Funds Raised. — ^The total funds of a banker which are avail- 
able for the purposes of his business comprise : (1) The Pro- 

prietors’ Funds, consisting of the Paid-up Capital, Reserve Fund 
and the Balance of Profit and Loss Account ; (2) Money lodged by 
customers on Current and Deposit Accounts. 

10. Capital. — Authorised Capitals also called Nominal or Registered 
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Capital, is the amount which the banking company at its inception 
takes power to issue. Subscribed Capital is that part of the 
authorised oaj)itaI wliich has been taken up by and issued to the 
sharehohhu's. Paid-up Capital is that part of the subscribed capital 
which tlio shaix'holders have contributed in cash. Uncalled Capital 
(divided into Callable Capital and Reserve Capital) is that part of 
the subscrib(id capital not paid up. Callable Capital is that part of 
the uncalled capital which the directors have power to call up when 
th(\y deem fit, whilst Reserve Capital is only callable in the event 
and for the ])ur|K3ses of the company being wound up. This 
uncall(*d capital d)oth callable and reserve — forms additional security 
for customers who have lodged money with the bank. The pro* 
portion of siibscribc'd capital that has been actually paid up varies 
with eaf*h bank. 

1 1 . Reserve Fund. — This fund consists of accumulated undivided 
trading profits (plus, in some instances, premiums received on the 
issues of new shares), set aside to provide for contingencies, such 
as the equalisation of dividends, and any unusual call upon the 
bank’s r(‘sources. In most cases, the reserve fund apj^roaches in 
amount the paid-up capital, and in some cases it is greater than 
the ])aid-up capital. Fn addition to the Reserve Fund, most of the 
banks hava^ acciirnulat(*d Secret Reserves, which are not disclosed in 
tlio juililislicd balance sheets. One source of such secret reserves is 
to be found in tlic umh'r-valuation of Bank Premises. The Bank 
of J^higlaud goes even farther than the other big banks, for the 
frc'cholds of the Head Office and Branches — though of immense 
valu(' -do not figure in the balance sheet at all. Probably many 
of the freehold pr(Mnis(*s owned by the large banks arc estimated at 
much Ix'low tlu'ir actual market value. Another source of secret 
res(‘rves is tlu' valuati(3n of investments at below market price. 
Whatever may be said from tlie shareholder’s point of view against 
this policy of creating undisclosed reserves, it must give cause for 
satisfaction to the bank’s customers that the financial position of 
the banking concern to which they have entrusted their money is 
in reality considerably stronger than is disclosed by the published 
accounts. 

12. Balance of Profit and Loss Account.-— This item represents 
])rofits undividt'd each half year and carried forward. This undi- 
vided profit is useful for equalising dividends and is an additional 
reserve. 

13. Current, Deposit and other Accounts. — ^This item represents 
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the bank’s liabilities to its customers for money paid in on 
Current and Deposit Accounts. It is sometimes amplified by the 
clause “ including rebate on bills not due and provision for bad 
and doubtful debts and contingencies, etc.” 

14. Funds Employed. — If the reader will glance at the Balance 
Sheet of any of the English joint stock banks lie will s('t that the 
bulk of the bank’s funds consists of the money lodged with the 
bank by customers on current and deposit account, and since most 
of this money is repayable on demand or at short notice, it is 
essential that the funds sliould be employed in such a manner that 
at any time suniciont cash can be raised to meet any unex})ected 
demand upon the bank’s resources. Demands which come under this 
category aic varied, as, for instance, a trade union may have very 
large funds on deposit, which will be quickly dissipated if a strike 
sliould take place; or, again, the Clearing House balances may go 
against the bank for several days running, due to heavy paymcuits 
for dividends, etc., on tlie part of customers with large accounts. 

The proportion in which each bank distributes its funds depends 
upon the class of business carried on, and the character of 
the deposits. The figures of any particular bank will show con- 
siderable variation from the avei-age of a number of banks. If the 
amount of money lodged with a particular bank is liable to large 
fluctuations, it will be lU'cessary for that bank to keep more money 
in its tills and at call and short notice than if the amount of money 
lodged fluctuated from time to time within narrow^ limits. Cenerally 
sjieaking, the deposits of a country bank are more stable than those 
of a banker in London and the large manufacturing towns. A banker, 
therefore, whose clientele is mainly connected with agriculture, may, 
without taking undue risks, be able to keep a smaller proportion of 
his funds in cash and money at call than a banker whose chief 
customers arc of the manufacturing and distrilmting classes. 

15. Liquid Assets. — These consist of cash in hand and at the 
Bank of England, balances with and cheques in course of collection on 
other banks, and money at call and at short notice. As stated above, 
the relation between the liquid assets and the bank’s commitments 
tow^ards its customers varies very considerably, and depends upon the 
character of the business done by each particular bank. 

16. Cash in Hand and balances with the Bank , — Tins item includes 
coin, vai ious denominations of Bank of England notes held by the bank 
at its head office and branches for its immediate needs, and balances 
with the Bank of England. 
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The latter include the balances kept at the Bank of England for the 
settlement of the daily cleavings, and cash held in reserve for contin- 
gencies. In a eonntry banker’s balance sheet this item would be repre- 
sented by “ Cash at London Agents.” It is in this way that the Bank 
of England has become the reserve depot of all the other banks in the 
country. 

17. Balances with and cheques in course of Collection on other Banks 
in the United Kingdom. — This item is self-explanatory, and appears in 
all the balance sheets of the larger banks. 

18. 3{oney at Call and Short Notice. — This item represents loans 
made to bill-brokers and stockbrokers, generally against first-class 
bills and approved securities. Sometimes the loan is made from 
one day to the next, when it is called “ overnight money.” The 
loan may also be “ at call,” i.e. repayable on demand, or it may be 
“ at short notice,” usually seven days (hence called “ weekly 
Tuoney ”), and very rarely for a period exceeding a fortnight. 

Bankers’ loans to stockbrokers generally run from account to ac- 
count, i.e. from one Stock Exchange settlement to another. This 
settlement normally occurs twice a month (i.e. the middle and last 
Thursdays) for all stocks and shares other than Consols and all British 
Funds, and also Colonial Government Stocks and new issues, all of which 
are dealt in for cash. Formerly the settlement for Consols and similar 
securities was once a month, but this practice was abolished during the 
Great War. These loans are often secured by depositing bundles of 
securities valued at the make-up price of the day, with a margin of 
from 5 per cent, to 10 per cent, to cover possible market fluctuations. 

Bill-brokers and discount houses use the money they borrow 
in the discounting of bills. If the money is “ called ” by the 
banker who has lent it, the broker has to borrow from another 
banker, or to re-discount his bills, either with another banker, or, 
in case of need, his first-class bills of short currency can be dis- 
counted with the Bank of England. In the normal way, the broker 
can very easily reduce his indebtedness with the proceeds of his 
bills as they mature and are paid. 

19. Investments. — These consist of first-class securities, such as 
Consols, War Loans, and other Stocks guaranteed by the British 
and Colonial Governments, Municipal Corporation Stocks, British and 
Indian Railway Debenture Stocks, etc. It should be noted that, in 
some cases, part of these investments arc earmarked as security 
for National, County, and other Public Accounts. These earmarked 
Stocks are registered in the names of joint trustees, the bank 
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receiving the dividends. The amount of these earmarked securities 
is shown in a note on the balance sheet. 

20. Bills Discounted. — This item represents the total amount 
of maturing bills discounted for their customers. These bills are of 
two kinds: (1) First-class bills discounted for the bill-brokers, as 
short period investments; (2) ordinary trade bills discounted for 
customers. Owing to the decline of the mercaiitilo bill in favour of 
the cheque as a means of internal payment, commercial bill discount- 
ing now forms but a small part of a banking business. 

First-class bills are, as George lim says in his Country Banker^ 
5th edition, p. 243, “ the highest form of banking security.’* He 
goes on to point out that they are even better than Consols in one 
particular, since the ])rincipal sum will be paid in full when they 
reach maturity, whereas the price of Consols continually fluctuates. 
Another feature which makes them such an excellent investment 
for bankers is that they l un for varying periods, and the banker 
can therefoie increase his cash resources by the simple expedient 
of refusing to discount more bills. And by buying bills from the 
brokers due at convenient times, he can arrange his flnances to suit 
obligations in the way of meeting dividend payments and the like. 
Good bills can also be re-discounted. 

21. Advances to Customers and Other Accounts. — This item 
represents the banker’s advances to his customeis on ciuTent and 
loan a(5Counts. They are not in the nature of permanent loans for 
the purpose of pioviding the customers with fixed capital, but are 
repayable on demand or at short notice. This is an essential con- 
dition, since, as will be seen from a study of a bank balanee sheet 
the funds out of which these advances are mainly provided are re- 
payable on demand in the case of current accounts and some deposits 
and at short notice in the case of deposit accounts generally. 

22. Bank Premises. — This item represents the cost of the 
j)rcmises — head office and branches — less wdiat has been written oft' 
for depreciation. As already pointed out, it is safe to say that in 
most cases Bank Premises stand in the balance sheets at much 
below their real market value. 

23. Contra Entries. — Certain contra entries, that is, amounts 
which appear on both sides of the balance sheet, have not been 
explained. Of these, Acceptances and Indorsements on behalf oj 
Customers is explained on p. 193. In foreign bank balance sheets, 
Bills for Collection frequently apx)ear on both sides of the balance 
sheet and need no comment. 
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CUSTOMER’S ACCOUN^r 

24. Opening the Account. — Before proceeding to deal with chequCvS, 
hills of exchange, and other banking instnnnents, wc will explain 
])r ie(ly the method of opening an account and putting the entries 
through the banker’s books. For the })ur 2 )()se of illustration we will 
tiike as the customer a local grocer named John Smith. 

Iti the general way, new accounts should only be opened with 
the concurrence of the manager or a senior official, and, unless the 
(uistomer is alr(‘ady known to the banker, the names of his previous 
bankers (if any), or of some i*esponsil)le pai’ties who can vouch for 
his business integrity, should invariably be required, and these refer- 
(UKJcs duly taken up. It is very undesirable to give a cheque book 
to a strangei* before inquiries iis to his respectability have been 
made, seeing that he may be opening the account mci’cly to obtain 
possession of a cheque book for the pinpose of issuing worthless 
ch(Hpies, involving trouble and risk of loss to the banker and 
loss to persons to wliom the cheques are given. 

tJolni 8mith proves to be a local grocej* who is already favour- 
ably known to the manager as an honest and reliable tradesman, 
so that tliere is no need to go into the question of references. He 
wishes to open an account with £300. 

The cjashiei* gives Smith a payimj-in slip book of which the table 
on p. 17 will serve as an (example. 

The dillcjcnt banks’ paying-in books vary very considerably, 
both in style and in the position of the counterfoil. In some, all 
cheques are listed together, whilst in others, London cheques are 
separated from the country cheques, and, in others, local cheques 
are entcied sepaiittely. 

TIu' credit, or payiug-in slip, having l)een duly completed, the 
cashier leipiests Smith to put his signature or initials in the space 
alter the words “ Paid in by.” This is essential if the slip has been 



THE CUSTOMER’S ACCOUNT 


17 


BRITISH BANK, LIMITED. 
Oxford Branch. 

March 1 , 1930 . 


BRITISH BANK, LIMITED. 
Oxford Branch. 

March 1 , 1930 . 






£ 

8. 

d. 



£ 

8. 

Bank of England Notes 

10 


i 

1 

: Bank of England Notes 

10 

j 1 

Do. Notes @ £1 

30 


! 

Do. Notes @ £1 

30 


Do. do. 

@ 10/- 

20 


1 

Do. do. @ 10/- 

20 


Gold 


. . 




i 

Gold 

. . 



Silver . . 
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20 

10 

1 

Silver 


20 

10 

Copper . . 





6 

6 

Copper 

•• 


5 





80 

15 

6 



80 

15 

Postal Orders 


. , 




Postal Orders 




Cheques 







Cheques 




Local . . 

25 

4 

! 

() 

25 

4 

1 

G 

Local . . j 25 ^ 4 

J 1 

i 1 

! 

1 G 

25 

4 

London 

94 

1 



1 


London | 94 | 




and 

50 

1 





and ' 50 | 




Country 

50 

1 

j 

! 


194 



Country , 50 

' i 

1 

; ^ i 


194 


— - — 


1 

i 


- 



j 

Cashier’s Initials ... 


- 

- 




i ; 

300 



Paid in by J. S. 

£ : 

300 



Customers arc advised that the Bank 
reserves the right at its discretion to 
postpone payment of Cheques dj'aum 
against uncleared effects which may 
have been credited to the account. 

Country Cheques require three and 
London and Metropolitan Cheques two 
clear days for collection, and are for- 
warded at the risk of the Customer. 

All Cheques to he crossed .British 
Bank, Limited. 
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lillt'd uj) hy the cashier himself, and is desirable in other cases. Tlie 
cashier tJien checks tlie amount of cash and notes stated in the 
credit slip, ticks off the cheques, postal orders, etc., and proves 
the additions. He then examines the cheques to see if they are 
properly indorsed, that the woids and figures agree, that they are 
not crossed to another bank, and that they are not post-dated or 
stale (see p. 34). Tlie reasons for these precautions will be 
explained in a later chapter. 

After s(^eing that the counterfoil agrees with the credit slip, the 
cashier initials the counterfoil (and in some banks, the credit slip 
also), impresses both with a date stamp, and tears out the credit 
slip, handing back the paying-in book to the customer. The counter- 
foil forms ISmith’s receipt. It is very important to see that a credit 
slip bears the actual date on which the amount is paid in. Amoimts 
])aid in should not be entered in the pass book until after they have 
been posted to the account in the ledger. 

25. The Customer’s Signature.— As Smith is a new customer, it 
is n(‘C(‘ssary to take a specimen of the manner in which he will sign 
his ch(‘qn(‘s, and all cheques must he carefully examined before being 
[)aid to s('e that the signature is in order. Should a signature 
app(‘ar to be irrc'gular, the banker should get Smith’s confirmation 
(supposing it to be a genuine signature), or, if this be not possible, 
return the cheque, marked ‘'Signature differs.” 

Smith need not sign his own name, and a signature in the 
name under which h(‘ trades is binding on him. Thus, John 
Smith, trading as Henry Jones,” or as the Hightown Grocery 
Stores, may sign “ Henry Jones ” or “ Hightown Grocery Stores,” 
without adding his own name, unless he wishes to do so. But a 
signature in the latter form is not desirable, and should be dis- 
c()urage<l. If Smith wishes to authorise a third party to draw 
chc‘(pi(‘s on his account, a written authority is necessary. This will 
take the form of a printed letter with blanks, which are filled up 
by Smith, who then sig?is the letter (see p. 219). 

Customers should be discouraged from making avoidable varia- 
tions in their signatures. It may be necessary after the lapse of 
a few' years to take a fresh specimen of a customer’s signature owing 
to a gradual alteration in his style of signing. 

Smith s signature is taken either on a card ruled for the signa- 
ture, full name, and address, or in a signature book. If the card 
system is used, the card is placed in alphabetical order amongst 
those relating to other customers. U the signature is taken in a 
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book, then the number of the page will have been entered in the 
index, so that, when necessary, quick reference can be made to the 
specimen. Under the card system, no indexing is required, and 
signatures relating to closed accounts can be removed and filed 
away, leaving only current signatures. 

26. Cheque Books. — Before a cheque book is handed to Smith, 
the cashier will enter it in his Cheque Book Register, This book 
should contain a list of all the cheque boolcs on hand at the branch, 
arranged in groups according to their size or style. The books are 
entered in order of numbers, and columns are provided for the date 
of issue and name of customer to whom issued. When Smith 
requires a new book, he should be requested to sign the requisition 
form which is bound into the cheque books towards the end. Care 
should always be taken to see that cheque books are not given to 
unauthorised persons. Customers should not be permitted to draw 
cheques on plain paper. Banks supply forms which are specially 
prepared to render fraudulent alterations difficult to perpetrate 
without being visible. 

In the case of new customers who have not had banking accounts 
before, opportunity should bo taken tactfully to explain to them the 
correct way to fill up cheques and the meaning of crossings. 

27. Counter Cash Book.— The Cashier enters Smith’s credit 
slip into his Counter Cash Book (or Tellers Book)^ on the left hand 
or debit side. The following is an example : — 


COJNTER CASH BOOK. 


lat March, 1930. 


1st March, 1930. 


Name. 


Cash. 


Flank 

Jfotcs 


Name. 


Smith, John 70' 15i G 10 


CasFi. 


Bank ! 
Notes! 


This form records only coin (including £1 and 10s. notes) and the 
larger bank-notes, received or paid away. Other forms are more 
elaborate and give fuller particulars of the items composing the 
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credit. As soon as the cashier has entered the credit he passes it 
on to the clerk in charge of the Waste Booh (see below). The 
latter enters the bank-notes (of £6 and over) in his Bank Note Register, 
giving date of receipt, name of customer, the numbers of the 
notes, amount, date and place of issue. Some banks send all 
bank notes received to London, others reissue them unless too 
dirty. 

28. Waste Book. — This book takes various forms. In some banks 
it gives a complete analysis of the customers* credits, showing 
the total credit, amount of notes, coin, postal orders, and details 
of all cheques, the latter being entered in the appropriate columns. 
Town, Metropolitan, Country or Local. Others merely record details 
of the cheques received in the customers* credits. Cheques are 
divided into various classes, according to the manner in which they 
are cleared (see Chapter XII, Clearing System). 

The primary function of a Waste or Remittance Book is to 
analyse the various cheques paid in by customers into the various 
groups required for clearing purposes. Thus, in the example given, 
all cheques drawn on the local banks, t.e. banks in the same town, 
arc entered in a special column, while other columns are provided 
for Town Clearing cheques, etc. All cheques drawn on other branches 
and banks must be stamj^d across the face with the name of the 
receiving bank and branch, and sent for collection, duly listed on 
the appropriate slips. 

As the systems of banks vary considerably it follows that there 
are many forms of Waste Books in use, and those required by 
banks in the Town and Metropolitan areas differ from those required 
by Country branches. The introduction of machines to post ledgers, 
supplementary and subsidiary books, is making many changes in 
forms, but basic principles remain the same. 

The following is an example of a Waste Book : — 


Customer. ^cheque^* Tayee. Bank and Town. 


Date. Total, i' Country. 


Smith, J. H. Jones 1 J.S. 

! A. Brown , ,, 

i B. Cooper | ,, 

11. Smith „ 


! Mid., Oxford | Feb. 27 
Barclay, Bristol „ 28 
I N.P., H.O. Mar. 1 

I West., Marylebone „ 1 


4 e; 


60 | 
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It will be observed that this form analyses the whole of the 
cheques and postal orders and money orders in the credit, and that 
the total of the right-hand columns must, therefore, agree with the 
total column on the left. The various columns for Town, Metro- 
politan cheques, etc., must agree with the lists prepared for dispatch 
to the Head Office or London Agent. 

Some forms provide columns for bank-notes and coin, in which 
case these columns should agree with the cashier’s counter book. 
If all credits are put through a Waste Book of that kind, then the 
day’s totals will agree with the total shown in the Day Book as 
having been paid into Current and Deposit accounts, etc. In this 
way it is possible to balance various sections of the work and so 
localise errors. 

The term “ House ” is sometimes applied to the column used 
for entering cheques drawn by a customer of the branch. 

29. Current Account Ledger. — ^There still remains the actual 
opening of the Account. As it is to be an account into which 
Smith will pay his receipts, and on which he will draw cheques 
in payment of his trading stocks, etc., the account will be opened 
in the Current Account Ledger. Having selected a convenient 
space, the ledger clerk will write across the top of the page in bold 
handwriting “John Smith.” Smith’s address, occupation, and page 
in the signature book (unless the card system is in use) must also 
be given, together with particulars of any authorities for tliird 
parties to sign on the account and of any arrangements for cheques 
to be cashed at any other branches or banks. If it has been agreed 
that Smith may overdraw his account, then the amount of the 
sanctioned limit and its expiry date should also be recorded. The 
object of recording these and similar facts is to provide the ledger 
keeper with the information he requires when posting his ledger. 

If Smith has been trading as “ Henry Jones,” then the account 


’’o™- I poiuan. !: Walks. 


60 , 


Branch 

Clearing, 

Agents’ 

Clearing, 

Branch 

Advice. 


Remittance 

and 

Sundries, Cheques on 
Agents’ Selves, 
(direct) H.O. 

Suspenses, i 


Local 
Clearing, 
P.O. and 
P.0.0. 


25 i 4 6 

I 1 
I 


94 
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would have been opened in the latter name, Smith’s name being given 
as the proprietor, or the aceount may be opened as : “ John Smith, 
trading as Henry Jones.” The position would be similar if Smith 
had been trading as the “ Hightown Grocery Stores.” A specimen 
of Smith’s manner of signing “ Henry Jones,” or any other name 
under whicli he draws cheques, would also be necessary. If the 
customer is a partnership or a limited company, then other varia- 
tions are necessary. These are dealt wuth under the appropriate 
headings in Chapter XVI. 

John Smith’s ledger account will appear as below : — 


signature 
Book, p. 101 







1030 





March 

1 : 



By Cash 


5 

To 

Jones 




»» 

Self 



10 ; 


Brown 



' 12 



>» 


! 16 j 


Uobin.sun 



; 1 

>» 

Black 



; 1 


Wriglit 



1" 1 





JOHN 


Dr. Cr. 


300 ; 

20 I 

10 ' I 

50 1 

100 15 I 

40 10 

20 5 j 

30 

, 65 8 6 


The uses of most of the columns are obvious, but those relating 
to “ decimals ” require some explanation. The days’ column is for 
the number of days the final daily balance has remained unaltered. 
The decimal columns are for the products of the daily balances 
multiplied by the number of days they have remained unchanged. 
There are columns for debit and credit decimals, according to the 
state of the accoimt. If we add up the decimals given in the 
example, we find they total 4,500. We assume this figure to 
represent pounds, and one day’s interest on it at the required rate 
exactly equivalent to the total interest on all the daily balances. 
In ])ractice, instead of calculating, by means of tables, one day’s 
interest on £4,500, the same result is obtained by working 10 days 
on £450, or 100 days on £45. 

This system is the general way of calculating the interest on a 
fluctuating account. It may also be mentioned that if the number 
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of days be divided into the total decimals, the average daily balance 
can be ascertained. 

30. Day Book. — All banks employ the double-entry system of 
book-keeping, and all items must go through a Journal or Day 
Book. This book is called by some banks the “ General Cash 
Book.'’ A Day Book is usually divided into sundry subsidiary 
books for the sake of convenience. Thus we find in most banks 
that there are Current Account Journals or Registers, for items 
relating to the Current Account Ledgers. And these are again 
divided into books which deal with names commencing with A to 


SMITH 


Grocer, 

High town Road, 

Blanktown. 


Dr. Balance. 


Cr. Balance. 

Days Decimals Dr. 

Decimals Cr. 







300 


4 !. 

1 

2 

0 0 

270 


5 

1 

3 

5 0 

220 


2 


4 

4 0 

320 

15 

1 

4 ' 

1 

2 

8 0 

230 

i 

1 

1 ■ ‘ 

: 

2 

i 

s'o 

285 

1 8 

6 ;i : 1 

1 1 

1 i . 




D, E to H, and so on, to correspond with the ledgers. Entries 
relating to Head Office Accounts, Deposit Accounts, etc., arc also 
frequently written up in separate sections of the Day Book. Hence, 
we find that the title of “ Day Book ” is frequently limited to the 
book into which the daily totals of the various subsidiary books are 
collected for the purpose of the daily balance. Every transaction 
for the day must go through this book, either as a separate item 
or included in the total from a subsidiary book. 

In double-entry book-keeping, every debit has a corresponding 
credit. It is not always easy, however, to see the contra entry. 
For instance, take Smith’s credit of £300, for which the corresponding 
entry on the opposite side will consist of part of the balance of the 
local clearing, in which his local cheque of £25 4s. 6d. was included, 
while £194 will be debited to Head Office in the total of Town, 
Metropolitan, and Country cheques sent to London for clearing. 
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The cash, £80 ISs. 6d., will be included in the balance of Cash on 

Hand brought in to balance the book. 

To balance the Day Book, the debit and credit sides are cast 
up, and the cash with which the day^s business was commenced 
added to the left-hand or debit side, and the cash on hand, to be 
carried forward to the next day, added to the right hand or credit 
side. When these are totalled, the two sides should agree. If they 
do not, then, either the Day Book is incorrectly cast or entered up, 
or the cash balance is wrong. As regards the latter, the cashier has 
his own book (Counter Cash Book) which enables him to prove his 
cash separately. 

Tlu^ following is an example of a suitable ruling for a Day Book : — 


In some banks, particularly in large branches, the Day Book is 
much more elaborate, in order to permit of sectional balancing. 
Thus one large bank has four columns in its Day Book for Cash, 
Jhlls, Transfers, and Totals. 

Closely associated with a Day Book is the General or Principal 
Ledger, which we will consider next. 

31. General Ledger. — The General or Principal Ledger is the 
keystone of the branch’s book-keeping. Into this ledger are 
posted the daily totals of all the various classes of entries which 
go through the Day Book, an appropriate account being kept 
for each class. Accordingly, in the account entitled “ Current 
Accounts ” will be included the entry relating to Smith’s credit. 
The details of the items making up Smith’s credit will also be incor- 
porated in the day’s totals. Thus, the cash paid in will be included 
in the Cash Account, while the cheques dra^vn on other banks and sent 
to the Head Office will be debited through the Head Office Account. 

The General Ledger contains the record of the branch’s assets 
and liabilities, and the balance sheet of the branch is made up 
from the figures obtained from this ledger. Debit balances represent 
Assets, and comprise such balances as those on Cash, Loan, Bills 
Discounted, and Premises Accounts, and also Head Office Account, 
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if the branch is owed money by the Head Office. Credit balances 
represent liabilities, and comprise the amounts due by the branch 
to its depositors and current account holders. If the branch has 
borrowed money from its Head Office, then the balance on this 
account will be a liability. The General Ledger contains the Expenses 
Account (an account for which different banks have various names, 
such as Charges of Business, General Charges, etc.), and the sundry 
accounts for Interest, Discounts, Commission, etc. The balances of 
all these accounts are transferred at the end of the half year to the 
Profit and Loss Account, which is also in the General Ledger, and 
the result gives the branch's profit or loss for the period. 

For many of the accounts, such as Current, Deposit, Bills Dis- 
counted, and Loan Accounts, there are separate ledgers, the balances 
of which must agree with the balances shown in the General Ledger. 
The General Ledger should be a book which balances in itself, i.e, 
the total debit balances or totals will equal the total credit balances 
or totals. The Day Book totals of the left-hand or debit side are 
posted to the right hand or credit side of the General Ledger, while 
the totals of the credit side are posted to the debit side of tlie 
General Ledger. The reader will remember that payments into the 
customer's account w^ere entered on the left-hand side of the Day 
Book, so that the effect is that they appear in the General Ledger 
on the credit side, which we have already stated shows the branch’s 
liabilities. If the totals of the Day Book, before the addition of 
the cash on hand brought and carried forward, are posted to C^ash 
Account, on the same side as they appear in the Day Book, the total 
of the Cash Account will then equal the coinlnned totals of all the 
other accounts in the General Ledger. This provides an invaluable 
check, and makes the General Ledger self-balancing. It is hardly 
necessary to add that the balance on the Cash Account must be 
represented by the Cashier’s Cash on hand. 

The following is a suitable ruling for a General Ledger : — - 

I I ' I I i' 

I , il ; i or ! ' , 

_ ' ! £ s. d. ' £ S. d. Cr. ‘ £ s. d. 
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Ifc is not the intention of this book to give more than a bird’s- 
e^^e view of bank book-keeping, which is a subject worthy of a book 
wholly devoted to it. This brief explanation is given to assist those 
readers who are in special departments of large offices, and who 
may, therefore, have difficulty in tracing, from their own experience, 
tlie course of the ordinary daily transactions. 

32. Pass Books and Statements. — One more book remains to be 
considered — the Pass Book. This is not a book of account, but merely 
a copy of the customer’s ledger account. It is, however, a very 
important book, since it is the only book which the customers see, 
and it should be accurately and neatly written up. Customers must 
not be permitted to make entries in their pass books. 

In order to ensure that the customer shall have frequent oppor- 
tunity to examine his pass book, a banker should see that the 
book is sent in to be made and returned to the customer at 
frequent intervals. In no case should a pass book be allowed to 
remain at the bank for any considerable time without the customer 
having an opportunity of examining it. 

When a pass book is given out, the date of dispatch should be 
marked in the ledger, together with the initials of the clerk who 
gives it out and is responsible for its accuracy. Owing to the spread 
of mechanical book-keeping, statements in lieu of pass books are 
becoming more general. Where used, they should be sent to the 
customers at frequent intervals. The dates of dispatch sliould be 
marked in the lodger. When a pass book is lost, the book rej)lacing 
it should be clearly marked “ Duplicate.” 

Ihe following is a ruling of a pass book. The date column con- 
tains the dab's on which the items arc entered (i.e. posted) in the 
ledgei . Ihe particulars column contains, in the case of cheques 
drawn by the customer, cither the payees’ names or the numbers 
of the cheques, according to the banker’s custom or arrangement 
witli the customer. 

John Smith, 

111 account with 

The limTISJI BANK, I.irnitid. 

_ Cb. 

I 1930 

Mar. 1 Cash . . i 300 
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In the form given in the example, it will be observed that John 
Smith is described as being “ in account with the British Bank 
Limited,’’ and that the amount paid into his credit appears on the 
right-hand side of the book. Cheques drawn will appear on the 
left-hand side. Had the heading of the book been in the form, 

BRITISH BANK, Limited, 

In account, with 
John Smith, 

then the credit items would appear on the left side, and the cheques 
drawn on tlie right. 

In the former case, the items appear on the same side as they 
apjiear in the bank’s ledger, while in the latter they are reversed. 
The latter form represents the account as it w^ould appear in Smith’s 
own ledger, in which the bank becomes his “debtor” for all 
amounts paid into his account. The form of pass book varies 
according to districts or the jiractice of the banks concerned. 

The law relating to pass books is not very satisfactory from the 
banker’s point of view. As the law stands, it would appear that 
entries by the banker are 'primd facie evidence against the banker, 
but not conclusive evidence. Where, for example, an amount has 
been wrongly credited to a customer, the banker is entitled to prove 
that the entry is a wrong one, but lie cannot recover his money if 
the customer can show that, in good faith and relying on the 
accuracy of the entry, he had been induced to spend more than he 
otherwise would have spent. It would be a difficult thing for a 

business man to take up this position, but such a position might 

very conceivably arise in the case of a ])rivate individual into whose 
account dividends from investments or moneys from his solicitors 
were habitually paid in direct. The law will not permit any 

customer fraudulently to take advantage of any mistake made in 

his pass book. 

Great care should therefore be taken in posting items to customers’ 
accounts, and in writing up their pass books. If, after a customer 
has received his pass book, an error be discovered in his account, 
he should be notified immediately, and requested to return the pass 
book for correction. If an account has been wrongly credited and, 
before notice can reach the customer, cheques are presented which 
are drawn against the balance (including the amount wrongly 
credited), the banker must remember that he may become liable to 
an action for damages to the customer’s credit if he dishonours them. 
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and they prove to liave been issued in good faith in ignorance of 
the mistake. 

33. Deposit Accounts. — Money placed on deposit may be repayable 
at so many days’ notiee (generally seven or fourteen) or on demand, 
or at the end of a definite period. The customer usually has an 
acknowledgment in the form of a Deposit Receipt or Deposit Pass 
Book. But no matter what kind of acknowledgment may be given 
by the banker, it will not prevent him from debiting- the deposit 
account with any cheques or other instruments afterwards returned 
unpaid, whether credited to the deposit account or exchanged direct 
for the customer. 

A banker can safely allow his customer to overdraw his current 
account iii n^Iiaiici^, on the right of set-off the banker has against 
the deposit ac^count, i.e. the right to combine the two accounts 
and tif'at them as on(\ 

Money on d(‘posit due for repayment on a Sunday is payable on 
tiu; succo('(liiig business day. The interest ceases on the date of 
expiry of tlic notice of witJidrawal. Tf no notice is given, it is usual 
to dediud interest on tlie amount withdrawn for the period speciHed 
for notice. No mcomo tax is deducted from the interest on deposit 
tieeounts n^payable on demand or at short notice. 

Interest may be allowed on Deposit Accounts at an agreed rate, 
or at the London bankers’ Di-posit Rate, which is fixed by agree- 
ment between the London Clearing Bankers. In pre-war times 
this rate tiuctuated with th.- Bank of England Rate of Discount, 
being U jH'r cent, below it. For some years after the war, the 

I I ferenec was maintained at 2 per cent., but at present it is again 
1 A ])cr cent . 

JVpo.sit llcccipts are treated on p. 184. 
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34. Specimen and Definition. — The following is a specimen of a 
cheque : — 


No. 623/A110671 
June 4th, 1930 

Henby Jones 

In settlement 
of account 
£10 10 6 


No. 623/A 110671 Oxford, June 4th, 1030. 


BRITISH BANK, Limited, 
Oxford. 


Pay Henry Jones 

Ten pounds ten shillings and sixpence. 



or order 


£10 10 6 


John Smith 


This is the general form of cheque in use in this country. 

John Smith is called the drawer — it is his money which is to be 
paid to Henry Jones ; Jones is the payee, i.e. the person who is to 
receive the money ; the British Bank, Limited, Oxford Branch, is 
the bank which is instructed to make the payment, and is called 
the drawee. The document before us is expressed in simple and 
direct language, and without any conditions governing the pay- 
ment. The instruction, “ Pay Henry Jones or order,*’ means that 
the money is to be paid to Henry Jones himself or to his order, i.e. 
to the person designated by him. How the latter is done wc shall 
learn in the chapter on indorsements. 

We can now discuss the following definition given by Dr. Hart 
in his Law of Banking : “ A cheque is an unconditional order in 
writing drawn on a banker, signed by the drawer, requiring the 
banker to pay on demand a sum certain in money to or to the 
order of a specified person, or to bearer, and which does not order 
any act to be done in addition to the payment of money.” 

The document given above is unconditional and in “ writing,” 

29 
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as according to the Bills of Exchange Act, 1882, which governs 
cheques, “ writing ” includes print. It is drawn on a banker. The 
terrii “ Banker ” includes a body of persons whether incorporated, 
as in the siK^cinum, or not, who carry on the business of banking 
(Bills of Exchang(^ Act). It is signed by John Smith, the drawer, 
l^^urthcnnore, the document instructs the banker to pay to a speci- 
fied person, Henry Jones, or to his order, a stated sum in money. 
There is no mention of the document being payable “ on demand,’’ 
but w(^ find in the Act above mentioned that a cheque is payable 
on demand which is expressed to be payable on demand or at sight, 
or on presentation, or in which no time for payment is expressed. 
TJie last mentioned is the usual form. 

We can therefore safely conclude that the document given as 
a spe(iimen cheque can rightly be called a “ cheque.” Any docu- 
uKuit which does not fulfil all the conditions set out in the definition 
is not a clu^que. For instance, a document in the form of a cheque 
but which reads : 

Pay Jftinry Joik'S or order, the sum named below on the 

receipt beiii^ duly stamped, dated, and signed 

is not a che([ue, since it is conditional on the completion of a 
recei])t. 

A draft drawn by one branch of a bank on the Head Office or 
another branch is not a cheque, because the document is not drawn 
by one person on another, the Head Office and the branches of a 
bank being, in law, but one concern. And as the definition states 
that a cheque must be “ drawn on a banker,” those documents 
issued by borough councils and the like addressed to their Treasurers, 
who may be, and frequently are, bank officials, are not cheques. 

Another form of document often met with is in the form of a 
receipt which is signed by the person who is to receive the money. 
Such a docunu^nt is not a cheque. These forms are dealt with later 
at greater length. 

While any form other than the usual one given as a specimen 
should be discouraged, a cheque di’awn “ I, John Smith, request 
you to pay ” would be legally sufficient if written by or under the 
authority of John Smith, but bankers are justified in returning such 
cheques marked Irregularly drawn.” 

As already stated, the law governing cheques is contained in the 
Bills of Exchange Act, 1882, a cheque being a bill of exchange pay- 
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able on demand. Except where specially provided in the ])art of 
this Act which relates solely to cheques, the provisions of the Act 
which are applicable to a bill of exchange payable on demand apply 
to cheques. 

35. Drawer’s Signature. — In order to be valid a cheque must either 
bear the drawer’s signature or a signature put on by his authority. 
If, therefore, a banker pays a cheque on a forged or unauthorised 
signature, he cannot, save in exceptional circumstances, debit its 
amount to the drawer’s account. This is quite reasonable, since 
the banker has paid away the money without his customer’s 
authority. And it makes no difference to the position whether the 
forgery was an obvious one or was very skilfully executed. 

Accordingly, the first thing a banker does when a person opens 
an account is to take a specimen of the manner in which the person 
will sign cheques, and all cheques before being paid are carefully 
examined. 

Persons unable to write at all are not often met with in this 
country, but if an “ illiterate,” as such a person is called, has an 
account, he may draw a valid cheque by making a mark which is 
duly witnessed. The banker in such a case should insist on the 
mark being made in his presence and witnessed by a person known 
both to his customer and to himself. A bank official, particularly 
the paying cashier, is not a desirable witness. Some banks, in cases 
where an outside witness is not available, insist on two bank 
officials acting as witnesses. The address of the witness should 
always be given. The following is the usual form adopted in these 
cases : — 

His 

John X Smith 
Mark 

Witness : Itonry Wood, 15, High Street, Northtown. 

If a customer is so seriously ill that ho cannot sign his name, or, 
if he did sign, the signature would be so unlike his usual signature 
that his banker would not accept it without confirmation, the best 
course is for the customer to make a mark in the place of his 
signature, and get it witnessed by his doctor and another person. 
A banker in such cases should also obtain a certificate from the 
doctor that his patient was in full possession of liis faculties and 
that liis inability to sign was due to illness. When a customer, 
who is so drunk as not to know what he is doing, presents a cheque 
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over the counter and insists on having cash for it, the banker 
should have a witness to the payment of the money. 

Pencil signatures, though quite valid, should be discouraged, 
facsimile signatures impressed by a rubber or other stamp should 
not be permitted. The drawer need not sign a cheque himself, but 
if he does not do so, then it must be signed by or under bis 
authority. Hence, when a facsimile stamp is used, the banker has 
no means of knowing whether the drawer has put it on himself, or 
whether he has authorised someone else to do so, and every cheque 
would require confirmation before it could safely bo paid. 

Forged signatures will be considered later, and we will close this 
section b}^ discussing the case of a genuine signature, written by 
a person (either as drawer or indorser) on a cheque or bill, when the 
signer is under the belief that he is signing a completely different 
docu?nent, or giving his signature for a purpose altogether different. 
In such a case, provided the signer can prove he has not been 
guilty of negligence, the signature is null and void, and he is not 
liable to any person in possession of the cheque. Thus, in one case 
where an old man with poor sight was induced by fraud to sign 
a bill of exchange under the impression that he was signing a 
railway guarantee, it was held that he was not bound by his 
signature. 

An infant, or a corporation having no power to incur liability 
on a cheque, may draw a perfectly valid cheque, but if the cheque 
is dishonoured, neither can be sued on the cheque. Either may 
give a valid indorsement of a cheque, and the holder can enforce 
the cheque against any party thereto other than the infant or 
corporation. 

36. Date. — The Bills of Exchange Act, 1882, states that a cheque 
“ is not invalid by reason only that it is ante-dated or post-dated 
or that it bears date on a Sunday.” An ante-dated cheque is one 
which bears a date before the date on which it was actually issued, 
while a i^ost-datexl cheque is one dated later than its real date of 
issue. A cheque not dated at all is quite valid, and it appears 
probable that any holder may insert the date. Bankers usually 
return undated cheques presented for payment for the insertion of 
tlu^ date. A cheque dated on a Sunday should not be paid until 
the following business day. If presented on the Saturday previous, 
the cheque should be returned, marked “ Post-dated.” In this 
rt\spect a cheque differs from a bill of exchange maturing on a 
Sunday as such a bill is payable on the preceding day. 
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A cheque which*, by mistake, has been given a date not in the 
calendar, as, e.g. November 31st, should bo paid on or after 
November 30th. A cheque must be payable on demand, and if a 
cheque is presented which bears across its face some such expres- 
sion as “ Postpone payment 10 days,” or “ Payable October 1, 1922 ” 
(a date later than the date of the cheque), it should be returned, 
marked “ Irregularly drawn.” As will be seen later, there is an 
ad valorem scale of stamp duties for bills of exchange not payable 
on demand, or within three days after date or sight, and the docu- 
ment just described would require such a stamp. Ad valorem means 
“ according to value.” 

37. Post-dated Cheques . — A post-dated cheque is an exceptional 
instrument, but as we have already seen, it is quite valid, though 
it should, strictly speaking, bear the ad valorem stamp duty to wdiich 
bills of exchange not payable on demand or within three days after 
date or sight arc subject. Possibly the drawer renders himself liable 
to a penalty under s. 5, Stamp Act, 1891, but this would not affect 
any action on the cheque since no action could be brought on the 
cheque until its due date, when it would be sufficiently stamped. 
And its negotiability is not impaired because it is post-dated. For 
example, A gives B a post-dated cheque, and B, before the date, 
gives it to C in payment of a debt. C takes the cheque without 
notice of any dispute between A and B. A stops payment because 
B has not fulfilled his contract. Nevertheless, C acquires a good 
title to the cheque, and when the due date arrives, can sue A for 
the amount of the cheque. The term “ negotiability ” is explained 
on p. 35. 

A banker should not pay a post-dated cheque until on or after 
the arrival of its date. Should he inadvertently do so, he runs the 
risk of losing the money. For instance, if by any chance the indorse- 
ment is forged, the banker will not be entitled to the protection 
conferred on him by the Bills of Exchange Act and cannot, therefore, 
debit the drawer’s account with the payment. Furthermore, if a 
banker pays and debits a post-dated cheque to the drawer’s account, 
and dishonours cheques which would otherwise have been paid, he 
will probably be mulcted in damages for injury to his customer’s 
credit. If he holds the cheque pending the arrival of the due date, 
the customer may stop payment of the cheque, or may fail. If he 
pays the cheque before the due date, there is authority for saying 
that, if the drawer objects to his account being debited, the banker 
stands a good chance of losing the amount. 

4 
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Accordingly, if a banker finds that a customer is in the habit 
of issuing post-dated cheques, ho should request him cither to refrain 
from so doing, or to close the account, as such accounts are rarely 
worth the trouble and risk involved. 

38. Stale Cheques.— s. 36 (3) Bills of Exchange Act, 1882, 
a cheque is over-due, or, as it is usually termed, “ stale,” when it 
appears on the face of it to have been in circulation for an unreasonable 
length of time. But what is “ an unreasonable length of time ” 
has never been legally defined. The matter is important, for if a 
stale cheque is “ negotiated ” (see below) to another person it can 
only bo negoliated subject to any defect of title affecting it when it 
was due. The transferee of such a cheque, therefore, takes it subject 
to equities, i.e. he cannot “ acquire or give a better title than that 
which the person from whom he took it had ” (Bills of Exchange 
Act, 1882, s. 36 (2) (3). One learned authority considers that in the 
abs(‘nce of special circumstances a cheque would probably be deemed 
stale, so far as negotiability is concerned, if it had been issued ten 
days or so before negotiation. 

A cheque, being an instrument payable on demand, is intended 
for speedy presentation for payment, or for speedy negotiation, 
and an indorser, therefore, is not liable on a cheque unless it is 
presented for payment within a reasonable time after his in- 
dorsement. 

It is necessary to distinguish between cheques considered “ stale ” 
in law for jnirposes of negotiation, and those termed “ stale ” by 
bankers’ custom, by which custom cheques presented for payment 
six or more months after the date of issue are returned, marked 
“ Stale ” or “ Out of date.” The drawers’ confirmation is required 
before the banker will pay them. Some banks fix the limit at twelve 
months. So far as the drawer is concerned, he is liable on the cheque 
until the right on it is barred by the Statute of Limitations, namely, 
six years from the date of the cheque, unless he has suffered any 
loss by the delay, when he is relieved of liability to the extent of 
such loss, or unless tlie person in possession of a cheque negotiated 
when overdue is unable to acquire a title owing to a defect in the 
title of the person for whom he negotiated it. For instance, if the 
drawee bank failed between the date of drawing the cheque and 
the latest date deemed reasonable for presentment and the drawer had 
a balance sufiicient to meet the cheque, then the drawer would be 
relieved of all liability, and the holder would have to prove against 
the bank's assets for the amount of the cheque. This is quite 
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reasonable, otherwise the drawer would suffer a bigger loss, owing 
to the holder’s delay, than he would have done had the cheque been 
presented promptly. 

The word “ negotiation,” as used in connection with cheques 
and bills, means the transferring of the instrument from one person 
to another in sucli a manner as to constitute the transferee (i.e. the 
person to whom it is transferred) the holder of the instrument. A 
holder may be the payee or indorsee of a cheque who is in possession 
of it, or the bearer thereof. 

39. Amount. — A cheque may be drawn for any sum of money, 
large or small, but fractions of a penny, if expressed, are not paid 
by bankers. The amount must bo stated in words, though figures 
would be valid. For the sake of convenience, it is the practice to state 
the amount in words and figures, and if, as sometimes happens, 
there is a discrepancy between the amount expressed in words and 
that expressed in figures, the former is the amount legally payable. 
In practice a banker either pays the smaller amount or returns the 
cheque marked “ Words and figures differ.” If a cheque has the 
amount in words only, the banker must pay it, but if the amount 
is in figures only, the cheque should be returned in accordance 
with the usual practice, marked “Amount required in words.” If 
the cheque is again presented with the words written, but not in 
the drawer’s handwriting or not initialled by him, the banker 
would be justified in again returning the cheque, marking it, 
“Amount in words requires drawer’s confirmation.” 

As a preventive against the fraudulent raising of the amount, 
some drawers mark their cheques with some such expression as 
“ Under twenty pounds,” or “ Not exceeding twenty pounds.” The 
paying banker should check these markings carefully, as he might 
be held liable if he paid a cheque for an amount greater than the 
limit prescribed by the marking. 

Any alteration in the amount of a cheque is material, and must 
therefore be verified by the drawer, but in practice a cheque altered 
from a larger to a smaller amount is sometimes paid without veri- 
fication, provided the alteration in amount is unimportant. 

It may happen that the amount has been altered but that the 
alteration is not apparent. If this is so, then a holder in due 
course can enforce payment against the drawer for the original 
amount, A “ holder in due course ” is explained fully later. 

Sometimes cheques are carelessly drawn and the sum payable 
is not accurately expressed. If the wording is intelligible, the cheque 
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would, in the general way, be paid. For example, a cheque drawn 
as “ Sixteen, four shillings and three pence ’’ can safely be taken 
to mean £16 4s. 3d., but a cheque reading “ twenty four shillings 
and three pence ” would be ambiguous, and would generally be 
returned for verification, unless the figures read £1 4s. 3d., and this 
was all the payee claimed. 

When a cheque is drawn out of but payable in the United 
Kingdom and expressed in a foreign currency, the amount, in the 
absence of a stijiulation to the contrary, must be converted into 
pounds, shillings, and pence, according to the rate of exchange for 
sight drafts in that currency, at the place of payment, on the day 
of payment. Thus, a cheque drawn on a London bank for so many 
French francs would be converted into sterling at the current rate 
on Paris. In practice, if the payee objects to the rate, he may be 
off(Ted the paying bank’s draft on Paris in francs for the face amount 
of the cheque. The sterling equivalent is then debited to the 
drawer’s account. 

40. Payee. — As stated in the definition of a eheque, a cheque 
must be payable “ to or to the order of a specified person, or to 
bearer.” The specimen given at the beginning of this chapter is 
of an “ order ” cheque, and in such cheques the payee must be named 
or indicated with reasonable certainty. Thus, a cheque may be 
payable to two payees jointly, or, in the alternative, to one or some 
of sc^veral payees, or to the holder of an office for the time being, 
as, for (^xam])le, “ Pay John Smith and Jane Short or order,” “ Pay 
Joiin Smith or Jane Short or order,” “ Pay Treasurer, Northtown 
Club or order.” 

A eheque may be drawn ])ayable to or to the order of the 

drawer, as “ Pay self or order.” If it is drawn “ Pay to 

order,” this wording is construed as equivalent to “ Pay to my 
order,” and the cheque, therefore, requires the drawer’s indorse- 
ment. But if the cheque is presented payable to “ or order,” 

then the payee is not indicated with reasonable certainty, and the 
banker should return the cheque, marking it “ Payee’s name omitted.” 

A similar answer is required on a cheque dra^vn in the form ‘‘ Pay 
fiv^c pounds or order.” 

When a cheque is x^rcsented for payment without any payee’s 
name upon it, the banker is not safe in asking the holder to insert 
his own name, but if the holder inserts his own name before pre- 
sentment the banker would probably be protected on the ground 
that the drawer had misled him, and therefore the drawer would 
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be precluded from denying that the cheque was not filled up by 
his authority. 

It should be noted that an order cheque in which no payees' 
name is mentioned cannot be treated as a “ bearer " cheque. In 
fact, it would appear that the absence of a payee’s name prevents 
it being a cheque at all, since it does not fulfil one cf the condi- 
tions laid down in the definition given earlier in this chapter. Any 
alteration in the payee’s name requires the drawer’s confirmation. 

A payee is not liable on a cheque to any subsequent holder until 
he (the payee) has indorsed it, and, in the case of alternative payees, 
only those who indorse incur the liabilities of an indorser. The 
liabilities of indorsers and indorsements are considered in the next 
chapter. 

If the wording on a bearer cheque reads “ Pay bearer,” or “ Pay 
John Smith or bearer,” no indorsement is required, and a person 
who has not indorsed such a cheque cannot be sued on the bearer 
cheque by a subsequent holder. He would, however, be liable in 
the event of forgery prior to the transfer, because being what is 
termed a “ transferor by delivery,” he is held to warrant that the 
document is what it purports to be. This expression will be 
explained fully later. 

41. Alterations. — All material alterations in a cheque must bo 
made with the drawer’s assent, which should be evidenced by his 
signature or initials placed close to the alteration. The full 
signature is preferable. Any material alteration made without his 
assent renders the cheque void. If the cheque is signed by two 
or more 2 )ersons, then all must join in the confirmation. Altera- 
tions in cheques drawn by limited comjjanies and other cori)orale 
bodies must be confirmed not only by the secretary or similar 
official but by all the signatories. 

Material alterations include all those of the date, amount, crossing, 
place of payment, and name of payee. An order cheque may be 
turned into a bearer cheque by the drawer substituting the word 
” Bearer ” for “ Order ” and initialling the alteration. No other 
person has j^ower to make this alteration. But any holder may 
alter a bearer cheque to an order cheque by simply striking out 
the word “ bearer,” when the cheque automatically becomes an 
“ Order ” cheque. The drawer’s verification is not necessary. 

As already stated, a material alteration made without the drawer’s 
consent renders the cheque void, and, if a banker 2)ay3 such a 
cheque, he docs so at his own risk. A banker cannot debit the 
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customer's account with money lie has paid away without the 
customer’s authority. 

It may be added tliat if there are any indorsers, their assent 
to any material alteration made after the cheque has been in their 
possession must also be obtained, or else they will be discharged 
from liability. An example of an unauthorised material alteration 
sometimes arises when a customer’s account has been transferred 
to another branch and outstanding cheques are presented, for which 
no arrangement has been made. The first branch should not alter 
the town from its own to that of the other branch, as such an 
alteration without the assent of all the parties renders the cheque 
void, and if it were subsequently dishonoured, difficulty might arise. 
The proper course in such circumstances is to return the cheque 
marked, “ Drawer's account transferred to branch.” 

42. Mutilated Cheque.— A banker must not pay a cheque which 
indicates that tlio drawer had intended to annul it, unless it bears 
the drawer’s confirmation, or, in cases where the mutilation has been 
accidental, the confirmation of a banker. If such a cheque is pre- 
sented for payment without the confirmation of the drawer or a 
banker, the paying banker should return it marked “ Mutilated 
chequci.” If he does not do so, he must bear the loss should it be 
proved that the drawer had cancelled the cheque by tearing it 
up, and that the pieces had subsequently been pasted together 
without his authority. 

43. Stamp. — The stamp duty on a cheque, no matter what the 
amount may be, is two pence. The stamp or stamps may be im- 
pressed or adhesive. If adhesive, a twopenny stamp, or stamps 
equivalent in value can be affixed. If impressed, the ordinary 
twopenny stamp may be used, but probably not the twopenny 
ap])ro])riated “ Dill or Note ” stamp, which is applicable only to 
the ad vahrem duties on bills of exchange payable otherwise than 
on demand, or within three days after date or sight. Adhesive 
stamps must be cancelled by the drawer before he issues the cheque. 
Ever}^ person who refuses or neglects duly and effectually to cancel 
the stamp or stamps on a cheque renders himself liable to a 
penalty of £10. 

If an unstamped cheque is jiresented to the banker upon whom 
it is drawn, he may affix and cancel an adhesive twopenny stamp 
or its equivalent, and either charge the duty to the drawer’s account 
or deduct it from the sum to be paid. So far as inland cheques are 
concerned, the drawer and paying banker are the only persons 
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authorised to affix and cancel the necessary stamp. In a case 
decided in 1890, it was held that an intermediate holder could not 
effectively stamp a cheque which came into his possession unstamped, 
and, moreover, that a transferee, who gave value for a cheque 
stamped by someone not entitled to do so, could not recover on it, 
even though he had no knowledge of the fact. The same rules apply 
to the affixing of an additional penny stamp in cases where the 
cheque already bears one penny stamp, i.e. the drawer and the 
paying banker are the only persons authorised to affix it. 

To ensure that cheques shall be duly stamped, the Stamp Act, 
1891, enacts that every person who issues, indorses, transfers, nego- 
tiates, or presents for payment any cheque not duly stamped shall not 
be entitled to recover upon it and shall be liable to a fine of £10. 

When a cheque is drawn out of the United Kingdom the first 
person in the United Kingdom into whose hands it comes must, 
before he negotiates it, affix and cancel the necessary stamp, and 
any bond fide holder of such a cheque may cancel a stamp already 
affixed and can recover on the cheque, even though it appears that 
the stamp was not affixed by the proper person. 

For the purposes of the Stamp Act (but not for the purposes of 
the Bills of Exchange Act, 1882) cheques drawn in the Channel Islands 
and the Isle of Man are foreign cheques, whilst those drawn in the Irish 
Free State are inland for stamping but foreign for other purposes. 
(See also p. 290.) 

44. Exemptions from Stamp Duty . — Some cheques are by statute 
exempt from stamp duty. Such are cheques drawn by officials in 
Government departments, when disbursing public money, and the 
cheques of other public officials, such as Trustees in Bankruptcy, 
Registrars of County Courts, when drawn in the discharge of their 
public duties. Cheques drawn by Registered Friendly Societies are 
also exempt. Hence cheques issued by the treasurers of Oddfellows’ 
Lodges (which are registered as Friendly Societies) are exempt, while 
the cheques of Masonic Lodges are not. But cheques drawn by Local 
Authorities, such as Municipal Corporations, Education Authorities, 
Urban District Councils, etc., must be stamped in the usual way; and 
so must the cheques of County Coimcils drawn for all purposes, in- 
cluding those of Poor Law. 

A customer’s order to transfer money from one account to 
another, whether deposit or current account, and whether at the 
same or different branches of the same bank, does not require stamp- 
ing. But if he transfers money from his own account to the account 
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of another person, whether at the same braneh or at another, then 
the order must be duly stamped. A stamp is also required on an 
order whieh gives written authority to debit an aceount periodically 
with a stated sum to be paid away or transferred to another person s 
account, but the periodical debits made out by the banker need not 
be stamped, unless they are signed by the person who receives the 
money and are liable to the receipt duty. 

45. Receipt on Cheque.—k receipt on a duly stamped cheque 

for £2 and upwards requires a twopenny stamp, and if a 
cheque is indorsed in some such terms as “ Received without pre- 
judice,” or “ Received Cash,*’ a receipt stamp is also required if 
for £2 or over. A receipt given by a banker on a bill or cheque is 
exempt, provided it is given in tire ordinary course of his business 
as banker.” A banker can, for instance, indorse on a bill, 
‘‘ Received in part payment etc. without having to put on a 

receipt stamp. 

Receipts given by the Treasurer for moneys paid to him for the 
credit of the Poor Law accounts are also exempt from stamp duty. 
A recc'ipt given for a donation or subscription to an institution or 
society wholly dewoted to charitable purposes need not be stamped, 
as the Board of Inland Revenue do not exact a penalty if unstamped. 
Recei[)ts for salaries and wages are also exempt. 

46. Lost Cheques. — Difficulties sometimes arise when a cheque 
is lost, and, to meet this, the Bills of Exchange Act provides that the 
holder, on giving security to the drawer, can demand from him a 
duplicate cheques And in any action or proceeding upon a cheque, 
the Coil i t or a judge may order that its loss shall not bo set up, 
provided an indmiinity be given to the .satisfaction of the Court or 
judge against the claims of any other person upon the instrument. 

l"he (lraw(T sliould always insist on liis rights, and obtain a proper 
iiuhunnity against the claims of third parties, for if the cheque, 
whether crossed or uncrossed, is a negotiable one, i.e. a bearer cheque, 
or an order cheque iluly indorsed (and not crossed “ not negotiable ”) 
and the finder transfers it to a person who takes it honestly and 
for value, such transferc'c can compel payment from the drawer. 
In such circumstances, the drawer would have to honour both the 
original and the duplicate, hence the necessity for an indemnity 
on which the drawer could recover if required, the loser of the 
cheque bearing the loss. 

When a cheque payable to order, whether crossed or uncrossed, 
is lost and, getting into wi’ong hands, an indorsement is forged, the 
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person in possession, however innocent and even if he has given 
value to the finder, cannot recover on the cheque against the 
drawer. This is because the Bills of Exchange Act states that no 
rights can be acquired through a forged signature. It should be 
noted that the person in possession of a bill or cheque who claims 
under a forged indorsement is not a “holder.’^ 

If the lost cheque, whether payable to bearer, or to order, and 
in the latter case, whether or not duly indorsed, is crossed “not 
negotiable,” an innocent person in possession (who has given value) 
cannot enforce payment from the drawer. This is again due to an 
express provision in the Bills of Exchange Act, under which no 
person can give a better title to a cheque crossed “ not nego- 
tiable ” than that which the person had from whom ho received 
it. Hence, as the finder has no title, his transferee can have none. 
For this reason, therefore, persons should, whenever possible, cross 
their cheques “ not negotiable.” 

So far as an innocent transferee is concerned, his right to enforce 
payment depends on there being no forgery of a necessary indorse- 
ment, and on the cheque not being a “ not negotiable ” crossed 
cheque. If he has received payment under a forged indorsement, 
or of a “ not negotiable ” crossed cheque, he will be liable to the 
true owner, i.e. the person to whom the cheque or its proceeds 
rightfully belong. 

Immediately a cheque is lost, the loser should notify all parties 
to the cheque and request the drawer to give notice to the drawee- 
banker to stop payment (see also p. 7C). 

47. Liability for Loss of Cheques, etc., in the Post . — ^When a cheque 
or other negotiable instrument is lost or stolen during transit, and 
is presented and paid, the question as to who is to bear the loss is 
not always easy to settle. The Postmaster-General disclaims all 
responsibility for any loss or inconvenience which may arise from 
the “ loss, damage, delay, non-delivery, or mis-delivery of anything 
sent by post, and he does not, in any circumstances, pay com- 
pensation in respect of unregistered letters. ...” Hence the 
responsibility rests between the sender and the person to whom 
the cheque is sent, and of these, the one whose agent the Post 
Office is deemed to be must carry the liability. In the general 
way, the Post Office is the agent of the sender, and when this 
is so, it follows that he must take the risk of his remittance not 
arriving safely. But if the creditor says definitely, “ send me a 
cheque by post,” then the Post Office becomes agent of the 
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creditor, and he must bear the consequences. Delivery to the 
Post Office is constructive delivery to him, and as the property in 
the cheque pa.s.scs to him as soon as it is posted, he eannot evade 
liability for any loss that ensue. 

Unfortunately, however, the question is rarely so clear as in the 
example given, and the point may, and often does, depend on 
attendant circumstances and the course of business between the 
parties. In tlui creditor’s favour, and, therefore, against the assump- 
tion tliat he has constituted the Post Office his agent, it must be 
rennembored that, in law, the debtor must seek out his creditor, 
and tli(^ (Courts have not shown themselves sympathetic towards 
any att(‘m])t to fix the creditor with having constituted the Post 
Office his agent, and thus make him boar any loss that may ensue 
through wrong delivery or non-delivery by the agent. 

Ihit even if it be proved that the Post Office was the agent of 
the creditor, it must also be shown, in order to fix the liability for 
any loss u])on him, that the clieque sent to him by post was sent 
in accordance? with the conditions (if any) that accompanied his 
reqiK'st for a r(?mittancc. And these conditions may be expressed 
or impli(‘d from previous dealings between the parties. For 
example, the cnxlitor may have said, “ Please cross all cheques 
Lloyds Hank, Limit(?d, account Payee.” If in the face of such 
instru(di(ms tlie debtor were to send a cheque crossed in any other 
way, or not crossed at all, or even were to send the cheque by 
liand, wli(‘n asked to send it by post, ho would be unable to fix the 
liability on tlu? creditor should the cheque be lost in transit. But 
if the Host Office? is the agent of the creditor and the debtor carries 
out in their entirety the conditions, then, if the cheque is lost 
and paid, the debtor is discharged both on the cheque and on 
the debt. 

48. Payment by Cheque. — A creditor cannot be legally compelled 
to accept anything but legal tender in discharge of a debt due to him, 
and since n(?itlier a bill of exchange nor a cheque is legal tender, he 
is not bound to accept either of these instruments as a means of 
payment, unless it is a ])art of the contract between the parties that 
this method of payment shall be employed. But if a bill or a 
cheque is teiiderc'd to him as payment, and he docs not at the 
time raise any objection, then this method of payment will, if the 
instrument be duly honoured, operate as an effectual discharge of 
the d('bt, Tlie condition given here is e?:plained by the fact that, 
in the g(meral way, any payment, which is not in legal tender, is a 
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conditional payment, i.e. the discharge of the debt is conditional 
upon the instrument being duly honoured upon presentation. 

There arc other important points for the creditor to bear in mind 
when he accepts a cheque in payment of a debt. His rignt to sue 
the debtor on the debt, in payment of which he has taken the cheque, 
is suspended until he has actually presented the cheque and failed 
to obtain payment. This, in the general way, is a small matter, 
but if he has accepted a post-dated cheque or a bill payable at future 
date, the matter may be of importance. Furthermore, if the creditor 
fails through his own negligence in obtaining payment, then the 
debtor will be discharged both on the debt and on the instrument. 
Thus, if a cheque drawn by a third party in favour of the debtor 
is taken, and the creditor fails to give duo notice of its dis- 
honour (if such be the case) then the debtor will be wholly 
discharged. But if the debtor is the drawer of the cheque, then 
he is liable on it for six years frdrn its date, except to the 
extent of any damage he may have suffered through any delay 
in presentation for payment. This point has already been 
explained. 

When once a cheque sent by a debtor in payment of a debt has 
been in the possession of a creditor, and has been paid by the 
drawee-banker “ in due course ” (see p. 79), then the debtor is fully 
discharged from his debt. And this is true, even if the creditor 
himself has lost the cheque, and it has been paid to someone else. 
But if the banker has not paid the cheque “ in due course ” he (the 
banker) is liable to the creditor, i,e, the true owner. 

A cheque remains the property of the holder until it is paid, 
when the property in it reverts to the drawer, though the banker 
is entitled to possession of a paid cheque as a voucher until the 
account between him and his customer, the drawer, has been agreed. 



Chapter IV 


INDORSEMENTS * 

49. Bills of Exchange Act, 1882, as regards Indorsements —A bill 
or cli(‘quc f drawn payable to order must be indorsed by the payee 
or indorsee before it ean be negotiated, i.e, “ transferred from one 
person to another in such a manner as to constitute the transferee 
the holder of the bill ” (s. 31 (1) ). And the indorsement must be 
“complied by delivery” of the instrument (s. 31 (3)). If the 
holder of an older cheque transfers it for value without indorsing 
it, the transfer giv(\s the transferee such title as the transferor had 
in th(‘. clicqiu^, and, in addition, the right to have the indorsement 
of the transferor (s. 31 (4)). 

50. The Requisites of a Valid Indorsement - S. 32 gives these as 
follows : — 

“ An indorsement in order to operate as a negotiation must 
comply with the following conditions, namely — 

(1) “It must be written on the bill itself and be signed by the 
ind()rs(‘r. The simple signature of the indorser on the bill, without 
additional words, is sufficient. An indorsement written on an 
allonge j or on a ‘ copy ’ of a bill issued or negotiated in a country 
whore ‘ copies ’ are recognised, is deemed to be written on the bill 
itself.” 

An allonge is a slip of paper gummed or pasted on a bill to 
provide space for any indorsements that will not go on the bill 
itself. Sometinu's a “ copy ” of the bill is used for such a purpose. 
Allonges are not common in this country. Indorsement comes 
from the Latin in, upon, and dorsum, the back, and, as the deriva- 
tion suggests, the usual place for an indorsement is upon the back 
of the instrument, and it is expedient that all instruments should 

* This may bo spelt either “iiidoi’semeiits” or “endorsements.” 

t Bill or cheque for tho purposes of this chapter can be regarded as inter- 
changeable, except where the contrary is stated. 

14 
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be so indorsed, but there is no legal prohibition against an 
indorsement on the face of the instrument. 

S. 32 further says : — 

(2) “ It must be an indorsement of the entire bill. A partial 
indorsement, that is to say, an indorsement which purports to 
transfer to the indorsee a part only of the amount payable, or which 
purports to transfer the bill to two or more indorsees severally 
[i.e. separately], does not operate as a negotiation of the bill. 

The following indorsement on a bill for £100 would be a 
partial indorsement: “Pay J. Jones or order seventy pounds.” 

S. 32 continues: — 

(3) “ Where a bill is payable to the order of two or more payees 
or indorsees who are not partners all must indorse, unless the one 
indorsing has authority to indorse for the others. 

(4) “ Where, in a bill payable to order, the payee or indorsee 
is wrongly designated, or his name is misspelt, he may indorse the 
bill as therein described, adding, if he think fit, his proper signature. 

(5) “ Where there are two or more indorsements on a bill, each 
indorsement is deemed to have been made in the order in which it 
appears on the bill, until the contrary is proved. 

(0) “ An indorsement may be made in blank or special. It may 
also contain terms making it restrictive.” (See below.) 

51. Classification of Indorsements. — ^There are five kinds of indorse- 
ments : conditional indorsements, indorsements in blank, special 
indorsements, restrictive indorsements, and paitial indorsements. 
These are all governed by ss. 32, 33, 34, and 35. Partial indorse- 
ments are treated in s. 32 (2), which has been given above. 

52. CoTulitional Indorsements. — A conditional indorsement is one 
which makes the transfer of the property in a bill from the indorser 
to the indorsee dependent on the fulfilment of a stated condition. 

“ Where a bill purports to be indorsed conditionally, the condition 
may be disregarded by the payer, and payment to the indorsee is 
valid whether the condition has been fulfilled or not ” (s. 33). But 
as between the indorser and the indorsee, the latter holds the money 
ill trust for the former until the condition is fulfilled. An 
example of a conditional indorsement would be “ Pay J. Jones on 
his marriage with Ada Brown.” 

53. Indorsements in Blank and Special Indorsements. — S. 34 runs 
as follows : — 

(1) “ An indorsement in blank specifies no indorsee and a bill 
so indorsed becomes payable to bearer. 
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(2) “ A special indorsement specifies the person to whom, or to 
whose order, the bill is to be payable. 

(3) “ The provisions of this Act relating to a payee apply with 
the necessary modifications to an indorsee under a special indorsement. 

(4) “ When a bill has been indorsed in blank, any holder may 
convert the blank indorsement into a special indorsement by writing 
above the indorser’s signature a direction to pay the bill to or to 
the order of himself or some other person.” 

Thus, if an order cheque be payable to John Smith and he 
simply wiit(‘s his name on the back of it, his indorsement is an 
indorsement in blank, and the cheque thereupon becomes payable 
to bearer and is then transferable without any further indorsement. 
But if John 8mith were to write above his indorsement the words 
“ Pay Henry Jones,” his indorsement is a special indorsement, 
Jones b(‘ing indorsee. Jones’s indorsement is now necessary to 
completes the discharge of the instrument. The holder of an order 
cheque (not payable to himself) may convert a blank indorse- 
ment into a special indorsement by writing his transferee’s name 
above the indorser’s signature, and thus make the cheque payable 
to his transferee without incurring himself the liabilities of an 
indorser. 

54. Kestriciive Indorsements, — S. 35 is as follows : — - 

(1) “An indorsement is restrictive which prohibits the further 
negotiation of the bill or which expresses that it is a mere authority 
to deal with the bill as thereby directed and not a transfer of 
the ownership thereof, as, for example, if a bill be indorsed ‘ Pay 
1) only,’ or ‘ Pay D for the account of X,’ or ‘ Pay ]), or order for 
collection.’ 

(2) “A restrictive indorsement gives the indorsee the right to 
receive [)ayment of the bill and to sue any party thereto that his 
indorser could have sued, but gives him no power to transfer his 
rights as indorsee unless it expressly authorises him to do so. 

(3) “ Wherc^ a restrictive indorsement authorises further transfer, 
all subsequent indorsees take the bill with the same rights and sub- 
ject to the same liabilities as the first indorsee under the restrictive 
indorsement.” 

55. Liabilities of Indorser. — An indorser is not liable on a bill 
until he has indorsed it, but when he has done so he is subject to 
the liabilities defined by s. 55 (2), which states : — 

“ The indorser of a bill by indorsing it — 

(a) “ Engages that on due presentment it shall be accepted 
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and paid according to its tenor, and that if it be dishonoured he 
will compensate the holder or a subsequent indorser who is com- 
pelled to pay it, provided that the requisite proceedings on dishonour 
be duly taken.” “According to its tenor” means “according to 
the terms and contents of the bill.” 

(b) “ Is precluded from denying to a holder in due course the 
genuineness and regularity in all respects of the drawer's signature 
and all previous indorsements ; 

(c) “ Is precluded from denying to his immediate or a subse- 
quent indorsee that the bill was at the time of his indorsement a 
valid and subsisting bill, and that he had then a good title thereto.” 

S. 56. “ Where a person signs a bill otherwise than as drawer 
or acceptor, he thereby incurs the liabilities of an indorser to a holder 
in due course.” 

Where a person indorses a bill in a trade or assumed name, he 
is liable thereon as if ho had signed it in his own name. If a cheque 
is indorsed by a firm, the signature of the name of the firm is 
equivalent to the signature by the person so signing of the names 
of all persons liable as partners in that firm (s. 23). Where a cheque 
is indorsed by a minor or corporation having no capacity or power 
to incur liability on a cheque, the indorsement will entitle the 
holder to receive payment of the instrument and to enforce it against 
any other party thereto (s. 22). 

S. 16 gives an indorser the right to insert any express stipula- 
tion negativing or limiting his liability to the holder. Thus, if an 
indorser wants to get rid of his liability in the event of the cheque 
being dishonoured, he can do so by writing the words “ JSans 
recours/' or “ Without recourse to me,” after his indorsement. 
But this will not save him from liability should there have been a 
forgery in the iiistruim'iit prior to his indorsement. This section 
is the banker’s authority for paying cheques indorsed “ Sans recourse 
By the same section an indorser may also insert a stipulation 
“ waiving as regards himself some or all of the holder’s duties.” 
And by s. 31 (5), where any person is under obligation to indorse a 
bill or cheque in a representative capacity, he may indorse the 
instrument in such terms as to negative personal liability. Any 
holder may strike out any indorsements. If he does so of set pur- 
pose and not by mistake, the indorser whose signature is struck 
out, and ail subsequent indorsers, arc discharged from all their 
liabilities on the instrument. 

66. The Significance ol an Indorsement —It has already been 
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stated that a cheque payable to order must bo indorsed by the payee 
or indorsee before it can be transferred to another person. Ihe 
transferor, by his act of indorsing the cheque, warrants to his imme- 
diate transferee and to any subsequent holder, that when the cheque 
left his hands he had a good title to it, that it was a genuine one in 
every particular at the time of his indorsement, and that any indorse- 
ments on it previous to his own were genuine indorsements. He 
also engages to compensate any subsequent holder if the cheque 
should bo dishonoured, provided that the procedure necessary on 
dishonour is duly followed by that holder. Moreover, when a 
banker pays an order cheque, the indorsement supplies the necessary 
evidence that he has fulfilled his customer’s instructions, and he can 
Hum look upon the cheque as a voucher of discharge in the account 
between him and his customer. S. 24 declares that a forged or 
unauthorised signature on a bill (which includes a cheque) is wholly 
inoperative, and that no right to give a discharge therefor or to 
enforce ])ayment against any party thereto can be acquired through 
or under the forged signature. Accordingly, the banker is vitally 
concerned with the genuineness of the indorsements on a cheque, 
other than one payable to bearer, whether he bo the paying 
banker, t.e. the banker who pays the money, or the collecting 
banker, t.e. the banker to whom the money is paid. 

As we have seen, the paying banker is bound to know whether 
the drawer’s signature is genuine or not, but he cannot be expected 
to know the signatures of the indorsers of his customer’s cheques. 

If, therefore, a banker innocently pays a cheque bearing a forged 
or unauthorised indonsement, he is entitled to some protection. 
This protection (which applies to a cheque only) is afforded him 
by s. 60, provided that he pays the cheque in good faith and in the 
ordinary course of his business, and that the indorsement purports 
to be the indorsement of the payee or indorsee. But to be a good 
discharge for the banker the payment must be made through or 
under an indorsement which purports to be in order, even though 
it is, in fact, a forgery or made without authority. 

And here comes the question : What is an indorsement ? The 
answer is, unfortunately, not to be found in the Bills of Exchange 
Act. S. 32(1) declares that the simple signature is a sufficient 
indorsement, but it does not define what a signature js. In the 
absence of definition, the banker himself must decide whether a 
particular indorsement “ purports to be ” an indorsement by or 
with the authority of the payee or indorsee. There are a few decided 
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cases to help him, but in the main he has to rely upon banking 
and mercantile custom. It may be added that the payee’s 
signature to a receipt form on a cheque does not constitute an 
indorsement within the meaning of the Act, even if the cheque 
bears on it the statement that the signature will be accepted as 
an indorsement or that no further indorsement is required. 

Since the paying banker has not what is called “ privity of con- 
tract ” with the picsenter of the cheque, but is responsible solely 
to his customer, the drawer, it follows that in all cases of reasonable 
doubt the banker is quite justified in returning a cheque for 
verification of the indorsement. But when returning the cheque he 
must be careful to mark it so as not to damage the drawer’s credit. 
It must not be forgotten that the banker s statutory protection 
is only applicable to cheques, and, therefore, if he pays a bill of 
exchange made payable at his bank on a forged indorsement, he 
must bear any loss that may ensue. 

The paying banker is protected by ss. 60 and 80, and the 
collecting banker is protected by s. 82. By s. 82, if the 
collecting banker receives payment of a crossed cheque for a cus- 
tomer in good faith and without negligence, he is not liable to the 
true owner, even though it should turn out that the customer has 
no title to the cheque, or a defective title. It must be noted, how- 
ever, that the collection must be made in good faith and without 
negligence. It has been held that a banker would be guilty of negli- 
gence if he failed to detect that an indorsement did not correspond 
with the name of the payee on the face of the cheque (Bavins Jr, 
tf? Sims V. London Jb South-Western Bank, 1900), and if the cheque 
is indorsed jier pro., it behoves him to see that the person so sign- 
ing has not exceeded the scope of his authority. But apart from 
any question of liability for negligence, the collecting banker should 
make it his business to check all indorsements, as by so doing he 
may save the trouble and delay in payment caused by the return 
of cheques bearing irregular indorsements. 

57. General Considerations. — In order that the banker may obtain 
statutory protection, an indorsement must purport to be written by 
the payee or indorsee, or to be put on by his delegated authority. 
The literal contents of the indorsement, moreover, must, as far as 
possible, exactly reproduce the name or designation of the payee or 
indorsee as described on the face of the cheque, or in the special 
indorsement on the back. If the name oi the payee or indorsee is 
wrongly spelt, the indorsement must literally follow the wrong spell- 

6 
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ing, but tho payee or indorsee may, if he so wishes, add his correct 
signature underneath. He need not sign his full name j his 
Christian name or names may be indicated by initials, but if ho 
signs his full name, it must be spelt exactly in the same way as the 
name on the face of a cheque. If a cheque is made payable, e.g., 
to “ Mr. Smith,” he must add his Christian name or names, or initials 
representing them, to his surname. The surname alone is not a 
sufficient signature in this country, unless the signer is a peer of 
the realm. 

R(vasonable interpretation of an anomalous description is per- 
missible. For example, if a cheque is made payable to “ Messrs. 
S. J. Smith,” a designation which suggests two or more persons 
nanu'd 8. J. Smith, the cheque would be correctly indorsed as 
“ 8. J. and 8. J. Smith ” in one handwriting, or “ 8. J. Smith ” 
and “8. J. Smith” in two handwritings. If an agent indorses, 
he must state his authority in his indorsement. All alterations 
in an indorsement should be confirmed to the satisfaction of the 
paying banker. 

If a ch(‘que is presented indorsed in characters other than Latin 
characters, e.g. Russian or Arabic, Sir John Paget considers that 
the paying bankcT is entitled to return the cheque with the answer 
“ Indorsement illegible,” or “ Indorsement requires confirmation,” 
unl(\ss he is satisfic'd “ that the Oriental characters represent the 
('f[ui valent of the name of the person whose indorsement is neces- 
sary.” An indorsement in Latin characters underneath the indorse- 
iiK'iit in Arabic, etc., should only be accepted when confirmed by 
a bankc'r, or proi)erly verified by a notary. 

The indorsc'inent of a payee need not be first in order of place 
on a eJi('(pie bearing more than one indorsement. It is sufficient 
if the indorsement is there. A cheque payable to a fictitious or 
non c'xisting person may be treated as payable to bearer (s. 7 (3), 
Bill of i:xchange Act, 1882). 

No hard and fast riih^s can be laid down which will meet all 
cases. The banker must use his own judgment and his knowledge 
of the general practice of bankers. Ry such means he should have 
no difficulty in satisfying the canon laid down in the Bills of 
Exchange Act that the cheque must “ purport to be ” indorsed 
by or under the authority ” of the proper person. And, as already 
stated, if he is not satisfied that a particular indorsement is a 
proper indorsement, he is always entitled to demand confirmation 
of it. 
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58. Additions to Payee's Name , — If a cheque is made payable 
to “The Blanktown Colliery, per J. Smith,’" the indorsement “ J. 
Smith ” is not sufficient. His indorsement must state that he signs 
on behalf of the company. And a cheque made payable to “ J. 
Smith, per H. Brown,” and indorsed “ J. Smith,” should not be 
accepted without confirmation. And the indorsement on a cheque 
made payable to “ J. Smith, a/c H. Brown,” or “ J. Smith, for H. 
Brown,” should in each case follow exactly the wording on the face 
of the cheque. In these cases Smith appears to be Brown’s agent, 
and Brown’s name, therefore, must not be omitted from the indorse- 
ment. Moreover, Smith, being an agent, must not be permitted to 
delegate his authority. A cheque drawn “ Pay a/c of J. Smith ” 
is irregularly drawn, but would be paid if indoised by the collecting 
banker to the effect that it had been credited to J. Smith’s account. 
A cheque drawn in favour of “ The bearer, my wife,” or “ The 
bearer, my wife, or order,” should be indorsed by the wife. A cheque 
made payable to “ Bearer (J. Smith) or order ” should be indorsed 
by J. Smith. 

If a cheque is made payable to “ J. Smith only,” it must be 
paid to the specified payee only, and to no other, as the cheque is 
no longer a transferable one. If presented over the counter the 
paying banker would require verification tluit the person presenting 
it was the person intended by the drawer to receive the money. 
And if such a cheque is presented through another bank the paying 
banker would require confirmation of the indorsement so as to make 
certain that the money is going to be paid into the rightful person’s 
account. 

59. Impersonal and Anomalous Payees . — It is very doubtful whether 
such cheques as those made payable to “ Wages or order,” “ Cash or 
order,” come under s. 7 (3), ibid,, which declares that a cheque made 
payable to “a fictitious or non-existing person may be treated as 
Tjayable to bearer.” In fact, they may not be “ cheques ” at all. 
Bankers usually require the drawer’s indorsement before cashing them, 
or only pay them to the drawer or to his known agent. If, however, 
a banker has been accustomed to treat such cheques as payable to 
bearer, he cannot, except after due notice, refuse to cash them, 
without incurring liability to his customer. 

Cheques drawn payable to impersonal payees such as (a) “ Income 
Tax or order,” (b) “ Borough Rates or order,” (c) “ Canadian Govern- 
ment 4 % Loan or order,” must on no account be treated as pay- 
able to bearer. The banker would require in example (a) the official 
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indorsement of a Collector of Inland Revenue ; in (6) that of the 
Borough Treasurer or Chief Rate Collector , in (c) that of some 
official authorised to give a discharge on behalf of the Canadian 
Government Loan. 

60. Cheqifes Presented by Payee.— An open cheque, payable to 
“ John Smith or order,” is payable either to John Smith or to his 
order. That is to say, he can get the money himself by presenting 
it to the drawee-banker, or he can transfer the cheque to another 
person by indorsing it. If he elect to cash it himself, it appears 
that legally the cheque does not require an indorsement. But, 
nevertheless, bankers usually require the payee’s indorsement before 
handing over the moni'y. If the payee insists on his legal right to 
payment of the cheque without his indorsement, the best course 
for the banker to pursue would be to demand from him a receipt 
for the money, stamped if for £2 or over. A person who refuses 
to give a receipt for an amount requiring stamp duty renders 
himself liable to a penalty of £10. 

61. Indorsement not in Payee's Handwriting. — If the banker is 
aware that the indorsement on a cheque is not in the payee’s hand- 
writing, he is (‘utitled to verification, but ho cannot insist on the . 
indorsement being in the handwriting of the payee (Bills of 
Exchange Act, 1882, s. 91 (1) ). Where bills of exchange arc drawn 
by a firm and made payable to their own order, it is a common 
oecurrence for one partner to draw the instrument, and another 
partiK'r to indorse it. But, though the handwriting differs, the 
banker would not on that account refuse payment of the bill, unless 
he had good reason to doubt the genuineness of the signatures. 

62. Indorsement in Pencil. — Legally, an indorsement may be 
either in [x'licil or in ink; but a pencil indorsement is undesirable, 
owing to its “ liability to obliteration and the impossibility of proving 
it when so obliterat('(l ” {Geary v. Physic^ 1826). Some bankers 
insist on an indorsement in ink ; others raise no objection to a pencil 
indorsement. Where a pencil indorsement is followed by other 
indorsements in ink, showing that the cheque has since been nego- 
tiated, the paying banker should not refuse payment of the cheque. 
(See Questions on Banking Practice for information on this and other 
points raised in this chapter.) 

63. IndorscmeM ]Yholly by Impressed Stamp. — An indorsement 
made wholly by means of an impressed stamp, purporting to be a 
facsimile of the payee’s signature, is legally valid if put on by or 
under the authority of the payee. Since, however, the paying 
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banker cannot be expected to know whether the stamp has been 
impressed by the proper person or not, the Council of the Institute 
of Bankers state that they think it desirable that such a method of 
indorsement “ should be discouraged as far as possible, on account 
of the facilities which the method offers to fraud, and the difficulty 
of obtaining satisfactory proof — which a banker is fairly entitled to 
demand in such cases— that the stamp has been impressed by 
autliority.” Payment without confirmation of an indorsement of 
this kind would probably, if such a case came before the Courts, 
be held to be a payment out of “ the ordinary course of business 
within the meaning of s. 60, and so would deprive the banker of his 
statutory protection. 

64. Indorsements with Courtesy Titles. — Indorsements that include 
a courtesy title, though legally valid, are not usually accepted in 
this country. Such a form of signature is unusual, and therefore 
undesirable, and a banker would be quite justified in returning a 
cheque so indorsed for confirmation. Indeed, it is possible that ho 
would incur liability if ho paid it without confirmation. Thus, 
indorsements such as “ Mr. J. Smith,’' “ J. Smith, Esq.,” “ Capt. 

J. Smith,” “ Dr. J. Smith,” should not be accepted, but such indorse- 
ments as “ J. Smith, Capt.,” or “ J. Smith, M.D.,” would be quite in 
order, as the expressions added in these cases are merely descriptive. 
The plain indorsement “ J. Smith ” by the officer or the doctor would 
suffice. Generally speaking, foreign indorsements that included a 
courtesy title would be in order, as such indorsements are quite 
regular in many foreign countries; but the banker would be justified in 
de manding confirm ation . An agent signing per pro. so metimes attaches 
a courtesy title to his principal’s name, and such indorsements are 
usually passed. Thus per pro. Mr. John Smith, H. Brown ” would 
be a gqod discharge. 

65. Indorsements of Married Women. — Cheques drawn payable, 
say, to “ Mrs. John Smith ” require Mrs. Smith’s usual signature, 
followed by an expression showing that she is Mrs. John Smith. 
Thus “ Alice Smith, wife of John Smith,” or “ Alice Smith, widow 
of the late John Smith,” would be quite in order. If the cheque 
is made payable to “ Mrs. Smith ” it should be indorsed preferably, 
say, “ Alice Smith,” but “A. Smith ” is quite in order. If the 
cheque is drawn payable to a married woman in her maiden name, 
she should indorse, say, “ Alice Smith {nee Jones).” 

66. Indorsements of Official Payees. — When the payee is so 
described as to indicate that the money is paid to him in his 
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ofHcial or fiduciary capacity, liLs indorsement must include a state- 
ment of that capacity. Thus a cheque made payable to “ John 
Smith, Treasurer of the Blanktown Union/’ is not correctly indorsed 
“ John Smith.” Similarly, a cheque payable to “ John Smith, 
Trustee,” must be indorsed “ John Smith, Trustee.” But if the 
cheque were payable to “ John Smith,” who happens to be the 
Secretary of the Blanktown Gas Company, he must not indorse it 
“ per pro. The Blanktown Gas Company, John Smith, Secretary.” 
The chciquc purports to be payable to John Smith in his private 
capacity, and the indorsement “ John Smith ” is all that is required. 

67. Irulorsements of Agents. — S. 91 (1), Bills of Exchange Act, 
1SS2, provides that “ wlien, by this Act, any instrument or writing 
is requiied to be signed by any person, it is not necessary that he 
should sign it with his own hand, but it is suflicieiit if his signature 
is written thercion by some other person by or under his authority.” 
An agent is consid(‘rod as the mere instrument of his principal. A 
paying banker runs no risk if he pays a cheque purporting to be 
indors(‘d by a duly authorised agent of the payee, and he will not be 
liable if it turns out that the person so indorsing had gone beyond 
th(^ scope of his authority. But the indorsement of the agent must 
contain an itnplication that he is signing on behalf of his principal. 
The usual form is a per procurationem signature. An indorsement 
per procuration (abbreviated per pro. or p.p.) indicates that the 
person signing is acting with authority — “ limited authority,” it is 
true (s. 25, Bills of Exchange Act, 1882), but suHicient to warrant 
the paying banken’s acceptance of the indorsement without inquiry. 
But if the paying banker has reason to doubt the authority of a 
person signing j)er procurationy he is entitled to postpone payment 
until lu‘< has satisfied himself that the authority is in order. 
8i(^ctioii 25 covers other forms or indorsement by delegated authority, 
and is not limited to per procuration signatures (see below). 

Generally, an indorser having an agent’s powers would sign thus : 
per pro. John Smith, H. Jones ” — Smith being the principal and 
Jones tlu^ agent, but the less common form “ H. Jones per pro. John 
bniith appears to be legally correct, but as this form is not 
customary in England, it is considered that a banker would be 
justified in asking for confii ination. (See Journal of the Institute of 
Bankers^ 1917, p. 176, for a discussion on this point.) 

iherc are other forms of agents’ indorsements besides the usual 
per pro. form. For example, the following indorsements on a cheque 
payable to John Smith ” would be accepted : “ John Smith, per 
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Henry Jones, Agent ’’ ; “ John Smith, by Henry Jones, Attorney ’’ ; 
“For John Smith, Henry Jones, Agent/^ These all contain suffi- 
cient iinj)lication of authority to secure to the banker his statutory 
protection. But such forms as : “ John Smith per Henry Jones,*’ 
“ John Smith by Henry Jones,” “ For John Smith, Henry Jones,” 
are not explicit enough. These are good indorsements if the 
indorser is really an agent of the payee, but how is the paying banker 
to know whether tliis is so or not ? He is, therefore, entitled before 
pa^nng a cheque indorsed in this manner to have the authority for 
signing added to the indorsement, or to get a confirmation of the 
signature. And in practice this is what he would insist upon having. 

A firm may sign as agent for another firm or for an individual, 
and, in exceptional cases, an agent may have power to sign his 
principaFs name without indicating that he signs as an agent. Every 
agent must sign as he usually signs. Initials should not be accepted 
without confirmation. 

It is not necessary on a per pro. indorsement that the indorser 
should state his official position, but if he does so, it must be a 
position fitting to be occupied by a person having power to sign 
on behalf of his principal. If the position as stated by the indorser 
is one not usually associated with such powers, the banker is 
entitled to ask for confirmation of the indorsement. This confir- 
mation would, generally speaking, be necessary where, in a per pro, 
indorsement, tlie signer described himself as “ Cashier ” or “ Ledger 
Clerk.” An agent must act personally, and, as a general rule, has 
no power to delegate his authority. Indorsements, therefore, 
bearing evidence of delegated authority need confirmation. 

In regard to agents’ indorsements the difference in position 
between a collecting banker and a paying banker can be shortly 
stated thus: An indorsement by an agent for his principal may, though 
not necessarily, put the collecting banker on inquiry as to the authority 
of an agent, but not, as a general rule, the paying banker. S. 25, 
Bills of Exchange Act, 1882, provides that “ a signature by procuration 
operates as notice that the agent has but a limited authority to 
sign, and the principal is only bound by such signature if the agent 
in so signing was acting within the actual limits of his authority.” 
Since the agent’s authority is here defined as “ limited,” and since 
the collecting banker is in a position easily to make inquiries 
whether the person so signing has the powers of an agent or not, 
the collecting banker who disregards such an indorsement may, when 
the circumstances are taken into consideration, find himself deprived 
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of his statutory protection under s. 82 on the ground of negligence. 
This ruling applies to all indorsements by agents, whether ^er 
tion, or in any other form. 

68. Indorsements of Firms and Joint Persons. — The indorsements 
of firms must literally follow the description given on the face of 
the cheque. Thus a cheque payable to “ Messrs. Smith & Co.” 

should be indorsed “ Smith & Co.,” not, e.g., “ J. Smith & Co.,” 

because “ J. Smith & Co.” is presumably the title of another firm 

distinct from “ Smith & Co.” Drawers of cheques often carelessly 

write the names of firms in abbreviated form, as, e.g., “ Messrs. 
Smith.” This form of address seems to suggest that the payee so 
named is a firm consisting of at least two persons named Smith, 
and should, therefore, be indorsed in one of the following ways : 
“Smiths,” “Smith & Smith,” “Smith & Son,” “ J. Smith & 
Sons,” “J. & J. Smith,” “ J. Smith, S. Smith,” “Smith Bros.,” 
but not “ Smith & Co.,” because a firm of this name may include 
persons with names other than Smith. A cheque payable to 
“ Smith Bros.” should be so indors(‘d, but not, e.g., “ J. & S. Smith,” 
or “ J. Smith, S. Smith,” because these indorsements do not show 
that J. Smith and S. Smith are brothers. A cheque payable to 
“ M(\ssrs. Smith & Jones ” may be indorsed “ Smith & Jones,” or 
in two handwritings “ John Smith, H. Jones.” A cheque payable 
to “ Smith, Jones & C-o.” may be indorsed “ Smith, .tones & Co.,” 
or “ Smith, .Jones & ('o., H. Brown, Partner.” The last indorse- 
ment would generally be accepted, because partners have implied 
authority to indorse by the name of the firm only, but if the word 
“ Partner ” is omitted, the indorsement would require confirmation, as 
the indorsement contains no indication that Brown has authority to sign. 

Joint payees, when named individually, must indorse individu- 
ally, uid(‘ss one has authority to sign for and on behalf of the 
others. Thus a cheque payable to “ J. Smith, Esq., H Jones, 
Esq.,” or “ Messrs. J. Smith and H. Jones,” should be indorsed by 
J. Smith and H. Jones separately. An indorsement in one hand- 
writing, “ J. Smith & H. Jones,” would usually require confirmation, 
as there is nothing to show that the two are partners, or that one 
has authority to sign for the other. A cheque payable to “ J. Smith 
& another ” may be indorsed “ For Self & another, J. Smith.” The 
indorsements “ J. Smith,” or “ J. Smith, H. Brown ” (the other 
referred to), should not be accepted without confirmation. If a 
cheque is payable to two payees jointly, and one of them dies before 
presentment, the cheque is payable to the survivor on his indorse- 
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ment, provided that he can produce satisfactory evidence of the death 
of the other party. 

Indorsements of Joint Stock Companies. — Section 30 of 
the Companies Act, 1929, provides that “ a bill of exchange or pro- 
missory note shall be deemed to have been made, accepted, or 
endorsed on behalf of a company if made, accepted, or endorsed in 
the name of, or by or on behalf or on account of, the company by 
any person acting under its authority.” Accordingly, both (a) an 
indorsement in the name of the company, as, e g., “ John Smith & 
Co., Ltd.,” and (6) one “on behalf of the company,” as, e.g./^ per 
pro. John Smith & Co., Ltd., H. Jones, Secretary,” are good dis- 
charges, if put on by authority. But in practice (a) would not be 
accepted without confirmation, unless the banker were in a position 
to know that the indorsement was put on by a duly authorised 
official of the company. The following are variants of the st'cond 
form of indorsement : — 

(1) ''per pro. John Smith & Co., Ltd., II. Jones.” The omission 
of “ Secretary ” does not make the indorsement invalid. 

(2) “ John Smith & Co., Ltd., H. Jones, Secretary.” Tliis is legally 
correct and is generally passed, but insertion of per pro. is pueferable. 

(3) “John Smith & Co., Ltd., 11. Jones.” This form is not 
accepted without confirmation, as there is nothing to show that 
Jones has power to sign. 

(4) “ H. Jones, Secretary, John Smith & Co., Ltd.” This form 
should not be accepted without confirmation ; the form suggests 
the indorsement of an individual rather than that of the company. 

The indorsement of a company must follow the description on 
the face of the cheque, ev(*n if the description is inaccurate. For 
example, an indorsement “ John Smith & Co., lAd./’ would not be 
accepted if the fii’in was d(‘scribe<l as “ J. Smith & Co., Ltd,,” since 
the name of a joint stock company is fixed by its iniunorandum of 
association, and cannot be varied unless certain formalities are com- 
plied with. The proper course is for the indorscT to follow the pro- 
cedure indicated in s. 32 (4), Bills of Exchange Act, 1882, and indorse 
“ J. Smith & Co., Ltd.,” being the name of the company “ as therein 
described,” adding und(^rncath, if he chooses, the correct name of 
the company. 

The officials who usually have authority to sign for limited com- 
panies are the directors, secretaires , and managers. An indorsement 
by a cashier would not, as a general rule, be accepted without 
verification. The officials, being agents of the company, are not, 
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generally, allowed to delegate their authority. The liquidator ^ a 
company can give a valid discharge, and it is usually accepted, but 
a banker is quite justified in asking for evidence of his appoint- 
ment. An indorsement bearing evidence of delegation of authority 
by a liquidator should be verified before being accepted. If there 
is more than one liquidator all should join in the indorsement. 

70. Indorsements oj Executors and Administrators . — Executors 
may delegate their authority among themselves, but not outside 
themselv('s, and therefore a cheque made payable to the “ Executors 
of the late John Smith ” vi^ould be correctly indorsed “ For Self & 
(b-executor[s] of the late John Smith, H. Jones,*’ but the indorse- 
ment, “ H. Jones, Executor of the late John Smith,** wovild not be 
correct, for Jones should sign on behalf of himself and the other 
executor or executors. Every indorsement by an executor should 
contain an implication of his authority as executor. In the example 
quoted, the indorsement ''per pro. the Executors of the late John 
Smith, H. Jones ” would not be correct, as there is no evidence that 
JoiK's is signing as an executor, and executors have no implied power 
to d(‘l(‘gatc th(‘ir authority. If “ Executor ** is added to his signature 
the indorscunent would be in order. A cheque in favour of “ John 
Smith,’* who had died, would be correctly indorsed, “ H. Jones, 
A. Brown, Executors of the late John Smith,** and would be paid 
by the banker, unless he had reason to doubt the bona fides of the 
signatories, in which case he would be quite justified in asking for 
some evidence of their appointment as executors. If the cheque 
were an op(‘n one, presented for payment over the counter, the 
banker, unless the executors were personally known to him, would 
probably require the probate to be shown to him before paying 
the cheque'. If such a cheque were indorsed, e.g.y " Mary Smith, 
widow of Jolin Hmith,” it would not be accepted. The deceased’s 
executors, or, in th(^ event of his dying intestate, i.e., without 
having made a will, his administrators, are the only persons com- 
petent to deal with his property. All that has been said in this 
s(‘ction applies to administrators as well as to executors. 

71. Indorsements of Trustees . — Trustees must act personally 
and cannot delegate their authority, save in exceptional circum- 
stances, even to one of themselves. If there is more than one, they 
must all join in the doing of any act connected with the trust. 
Accordingly, all must join in an indorsement, and a cheque drawn 
payable to the “ Trustees of John Smith ” would be correctly 
indorsed H. Jones, A. Brown, Trustees of John Smith.” If a 
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cheque payable to “ John Smith ” is presented indorsed “ For John 
Smith, H. Jones, Trustee,” the banker, before paying it, would 
require some evidence that Jones had been appointed trustee to 
Smith’s estate. 

72. Indorsement by a Mark. — payee unable to write may 
indorse by means of a mark. The mark should be followed or pre- 
ceded by the name of the payee as described on the face of the 
cheque, together with the words “ his mark.” Such a form as 
“ X John Smith,” without the addition of “ his mark,” would be 
irregular. The mark should be attested by a witness. The witness 
should sign as a witness, and should give his address. Such forms 
as “ X John Smith, his mark, in the presence of H. Jones, Pligh St., 
Blanktown,” are incorrect. Jones should sign his name and address 
under the word “ Witness.” In cases of doubt the banker is entitled 
to ask for confirmation. The paying cashier is not a desirable 
witness, neither is any bank official, if the illiterate payee is personally 
unknown to him. 

73. Special Indorsements. — Such indorsements are defined by 
s. 34, Bills of Exchange Act, 1882 (see p. 45). A cheque originally 
drawn payable to bearer does not require an indorsement, and if 
there should be a special indorsement on it, the banker need not 
trouble to examine it, and there is no necessity for the special 
indorsee to indorse ; if ho does indorse, the banker need not concern 
himself with the indorsement. But the position is different with 
order cheques. If these arc indorsed in blank they become payable 
to bearer, but if subsequently specially indorsed, they cannot be 
discharged unless they bear the indorsement of the special indorsee. 
An order cheque only becomes payable to bearer when the “ only 
or last indorsement is an indorsement in blank ” (s. 8 (3), Bills of 
Exchange Act, 1882). Hence the banker must examine all the 
indorsements on an order cheque. If after the blank indorsement 
a special indorsement follows, and the special indorsee fails to 
indorse, the cheque should be returned, marked “ Requires third 
indorsement,” or “ Requires indorsement of J. Smith,” the indorsee 
who has failed to indorse. Any holder may convert a blank indorse- 
ment into a special indorsement (ibid., s. 34 (4) ). He need not 
write his own signature, but simply indorse it to another person by 
writing that person’s name above the blank indorsement. Cheques 
are usually specially indorsed in some such form as the following : 

“ Pay to the order of H. Jones, J. Smith,” Smith being the payee. 
But other less stereotyped forms are used. If these show an inten- 
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tion on the part of the payee to indorse the cheque specially , they 
should be treated by the banker as special indorsements, loi 
example, “ Jf. Jones or order, J. Smith”; “ J. Smith to the order 
of 11. Jones ” ; ‘‘Transferred to H. Jones, J. Smith J. Smith 

in favour of It. Jones.” In all these forms Jones’s indorsement 
should be obtained. A special indorsement must not be altered 
without conrirmalion. 

74. Additions to Irulorsemcnts . — ^Additions are sometimes made 
to indoj\s(*ments making them restrictive (sec s. 35, Bills of Exchange 
Act, lcSS2, p. 40). Thus J. Smith may indorse a cheque payable 
to him as folhjws : “ To bo placed to the credit of my a/c with the 
A. Bank, J. Smith ” ; “ Pay to H. Jones’s a/c, J. Smith,” or “ To 
tlie (jredit of il. Joik's, J. Smith.” These are not special indorse- 
ments, but numioranda addressed to the collecting banker. They 
do not coiKUM ii the paying banker, and it is not his duty to sec that 
the iiistriudions arc carri(‘d out. But additions to the signature, 
as, “(Jivdit J. Sniitl),” or “ B. Bank a/c, J. Smith,” arc irregular 
and invalidate* tlu^ indorsenumt as a good discharge, since they do 
not piir])ort to be* inde)rsements. The cheque should be returned, 
marke'd “ Jndorse*meiit re*quired.” A cheepie indorsed “Pay Cash, 
J. Smith,” or “ .Ivee.'e‘ived Cash, J. Smith,” is quite in orde.*r, but 
the*, latte'r is a form e)f receipt, and must be stamped, if for £2 or 
ove‘r. J. Smith may also aeld to his indejrsemcnt, “ Sans recoars,” 
or “ Without re'course^ to me.” 


Adelitie)ns aie sometimes made to inelorsements defining the 
terms on which the^ pa 3 a*e*, acceqds the cheque. For example, the 
drawe*!’ may state on the^ face of the cheepie that the amount to be 
paid is “in full settlement,” and the paye*e may indorse such a 
ch('(pie with the words “ in part settlement,” added to his signature. 
In such a ease*, what is the banker's position ? Clearly, the memo- 
randum on tlie face is addressed, not to the paying banker, but to 
the payee, and, as regards the addition to the indorsement, the 
paying baidoT may ignore it, either on the ground that it docs not 
foT FU part of the indors(*ment, or that s. 33, Bills of Exchange Act, 
1882, states that “ wht're a bill purports to be indorsed condi- 
tionally, the* ceFiielition may be* disregarded by the payer.” But as 
the baidve'r shoulel always act in the best interests of his customer, 
to whom alone he is re*sponsible, it is probable that the banker in 
most ease*s we)uld feel justifieel in returning a cheque so indorsed. 
The same con.sideratioiis apply if the payee strikes out a memorandum 
of this kind written on the face of the cheque, and in such circum- 
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stances also the paying banker would probably require the drawer’s 
confirmation of the alteration before paying the cheque. 

75. Confirmation of Indorsements. — An indorsement not quite in 
order is often confirmed by the collecting banker before presenting 
the cheque. The usual formula is “ Indorsement confirmed,’* 
followed by the banker’s signature. Order cheques not indorsed 
by the payee arc sometimes presented marked “ Placed to tlie credit 
of payee’s a/c,” followed by the banker’s signature. Since this foi ni 
cannot in any sense purport to be an indorsement of th.e cheque, 
the paying banker, if lie pays the cheque, losc's his statutory pro- 
tection, and the drawer might refuse to allow his account to be 
debited with the cheque. Cheques so marked are, liowever, usually 
accepted out of courtesy to the presenting banker, who could not 
very well repudiate any liability that might be inciUTcd through 
his indorsing of th(^ cheque in this manner. It sometimes happens 
that a banker is authorised to indorse cheques for his customer. In 
such cases the usual formula is : “ Indorsed on behalf of and by 
the authority of John Smith,” followed by the banker’s signature. 

76. Discharge of Dividend ami Interest Warrants . — It is a well- 
established custom for bankers to pay a dividend warrant i)ayable 
to two or more persons on the indorsement of any one of them, 
and “the validity of any usage relating to dividend warrants, or 
the indorsements thereof,” has been expn^ssly confirmed (s. 97 (3), 
Bills of Exchange Act, 1882). It does not appear that this practice 
extends to interest warrants, so that these docunKMits should be 
signed by all the proprietors. Dividend and inteiest warrants must 
bear the personal signatures of the proprietors of the stocks or 
shares, unless the company or corq^oration issuing the warrants has 
sanctioned the use of per 'procuration signatures. If the dividemd 
warrant is to be signed on the face of the document no indorsement 
on the back is necessary. As a geiKU'al rule, the paying banker 
should sec that the instructions of the issuers of the warrants as to 
the kind of discharge required {e.g., signing in the particular place 
indicated) arc observed, and should submit all irregularities to the 
issuers before x^ayment of the warrants. 

77. Specimen Indorsements . — The numbers given in the remarks 
column refer to the sub-headings of this chapter, and are given to 
facilitate reference should it be desired to know wh}^ a x>articulax' 
indorsement is considered correct or incorrect. The specimen indorse- 
ments are arranged in convenient groups, but analogous examples 
may be found under headings other than those directly in point. 
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Of Individuals. 



1 Payee. 

How Indorsed. 

llEMARKS. 

John Smith 

John Smith 

John Smithe 
(Both in same writing) 

Correct. 

50. [Bills of Exchange 
Act, 1882, s. 32 (4)]. 


1 J. Smith 

Correct. 57. 



— 

• f 

1 Smitli 

Incorrect. 57. 

ft 

i John K. Smith 

Incorrect. 57. 

l» 

' Mr. John Smith 

1 

JiicoiTcct. 64 

John Smith, Ksq 

Joim Smith, Esq. 

Incorrect. 64. 

Smith 

iT. Smith 

Correct. 57. 

J. Smith 

p.p. Trading Co., Ltd., 

I J. Smith, 

J Secretary 

Incorrect. 66. 

Mr. J. Smith 

J. Smith, Junior 

Incorrect. (Prirna Jade 

J. Smith is J. Smith, 
Senior.) 

Mr. J. Smith, Sonior 

J. Smith 

Correct. (See above.) 

Mr. J. Smith, Junior 

i ■ 

1 J. Smith 

Incorrect. (See above.) 


J. Smith, Junior 1 

Correct. 

Anno Smitli 

Ann Smith | 

Incorrect. 57. 

J. Me. Intosh 

1 

J. Macintosh | 

Incorrect. 57. 

1 

Dr. J. Smith I 

Dr. J. Smith | 

Incorrect. 64. ! 

1 

>' 1 

il. Smith, M.D. i 

J 

Correct. 64. i 

1 

” 

J. Smith j 

Correct. 64. | 

Major J. Sinitli 

Major J. Smith 

Incorrect. 64. | 

** 1 

1 ■ 

J. Smith, Major | 

Correct. 64. | 


J. Smitli j Correct. 64. ! 

1 ‘ 

Sister Mnry | 

Sister Mary j 

This is considered to be ' 
in order. 
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Of Agents. 


PAYEE. 1 

How Indorsed. 

llBMARKS. 

J. (Smith 

per pro. 

J. Smith, 

Henry Jones 

Correct. 67. 


per pro. 

Mr. J. Smith 

Henry Jones 

Correct. 67. 


Henry Jones 
per pro. 

J. Smith 

('orrect. 67. 

J J 

J. Smith 

p(‘r j)ro. 1 

H(oiry JoiK's 

Incorrect. 67. 

^ 9 

[).p. J. Smith 

11. Jones & Sons 

Correct. 67. 

’• 

p.p. J. Smith 

H. J. 

Incorrect. 67. 

- 

Kor J. Smith 

Henry Jones ' 

Incorrect. 67. 

99 

For J. Smith 

He-nry Jones, i 

Afijent 

Correct. 67. 

- 

pro J. Smith 

Henry Jones 

incorrect. 67. 


J. Smith 

I)ro Henry Jones 

Incorrect. 67. 


J. Sinitli 

1 per Henry Jones 

[ncorrect. 67. 


J Smith 

per Henry Jones, 

Agent 

Correct. 67. 

9> 

Henry Jones 

Agent to J. Smith 

Incorrect. 67. 

99 

J. Smith 

by Henry Jones, 

(His) Attorney 

Correct. 67. 

,J. Smith for 

per pro. J. Smith 

Incorrect. 58. 

11. Brown 

Henry Jones 


99 

J. Smith for H. Brown 

Correct. 68. 
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Of Agents (continued). 


Payee. 


How In DOUSED. 


J. Smith A/C 
II. Ih'owii 

Hr. J. Smith 

p.'r 

Mr. JI. Hrown 
>> 

Anj^lian 

Company 


Virginia I^^stalo 
prr J. Smith 


J. Smith 


Mr. J. Smith 

ptir 

H. Brown 

• f. Smith 

]).p. J. Smith, 

A^cni for tho 
Aiij;lian Company, 
1 1 (Miry Jonos 

J. Smitli 


Of Firms and Joint Persons. 


Payee. 

How Indorsed. 

.Alessrs. Smith 

I Smitli Jones <fe Co. 

Jones Co. 

i 

9$ 

! Smith Jones & Co., 

! H. Brown, 

1 Partner 


i Smitli . I ones & Co. 

! II. Brown 

1 (All in same writing) 

Smith vfe Co. 

John Smith tV:- Co. 

John Smith 
anti Co. 

1 Smith Co. 

Smith Bros. 

i 

J. Smith & Bros. 

,, 

, J. and S. Smith 


j J. Smith 

1 S. Smith 


! Smitli Bros. 

Mt'ssis. Smith 

! Smith & Co. 


1 J. and S. Smith 

»» 

1 J. Smith & Sons 

i Smith Bros. 


j K EM ARKS. 

Incorrect. 68. 

Correct. 68. 

Incorrect. 68. 
Incorrect. 67. 

Incorrect. 68. 

I 

I Hem AUKS. 

i 

! CorriM.'t, 68. 

; Ccnerally lujceptcd. 

' Jiicorrcct. 68. 

j Incorn'ct. 68. 

j Jncorn'ct. 68. 

I 

; Incorrect. 68. 
fiicorrect. 68. 

Incorrect. 68. 
(.Virreci, 68. 
Incorrect. 68. 
thrive t. 68 
Corn'ct. 68. 
Correct. 68. 
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Of Firms and Joint Persons (coruinued). 


PAYEE. j 

How Indorsed. 


IlEMARKS. 

- 

■ — 


__ - 

Messrs. Smith 

Smiths 

Correct. 68. 


— 

- 

-- 


Smitli and Smith 

Correct. 08. | 

\ 

1 

J. Smith 

S. Smith 

j 

Correct. 68. 

1 ** 

Smith 

Incorrect. 08. 

1 ** 

1 

For Self and 

S. Smith 

J. Smith 

Incorrect. 08. 

■ Messrs. Smiths 

Smith and Co. 

Incorrect. 68. 

1 

Smiths 

Corrt'ct. 68. 

1 

Messrs. Smiths 

' Incorrect. 68. 

1 

1 

p p. Messrs. Smiths 

1 Correct. 08. 

Messrs. T. J. Smith 

H. Brown 

r. J. and P. J. Smith 

1 

1 

Correct. 68 and 57. 


P. J. Smith 


Incorrect. 68 and 57. 

Alisses Smith 

Smith Sisters 

i 

Correct. 68. 

Messrs. Smith | 

John Smith 


Correct. 68. 

and Jones 

A. B. Jones 

Smith and Jones 


Correct. 68. 

Messrs. J. Smith 

1 J.Smith aiuH In same 

1 

Requires Confirmation. 

and A. B. Jones 

A. B. Jones J handwriting. 

68. 


Smith and Jones 

1 

Incorrect. 68. 

Macdonald & Smith 

J. Smith 

A. B. Jones 

Macdonald & Smith 

i 

1 

Correct. 68. 

Correct. 

MacDonald & Smith 

Macdonald & Smith 

1 

1 

Incorrect. 57. 

Mr. J. and Mrs. M.- 

J. and M. Smith 

' 

Incorrect. 68. 

Smith 

(In same handwriting) 


1 J. Smith and 

J. Smith 

i 

Incorrect, except on a 

i others 

I 

' 99 

For self and 
others 

J. Smith 


dividend warrant. 68. 

Correct. 68. 

J. Smith or 

H. Brown 


Correct (See Chapter III, 

H. Brown 



1 Payee.) 


6 
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Of Joint Stock Companies. 


PAYEE. 

Uow Indorsed. i 

llEMARKS. 

Co., Ltd. 

per pro. 

Trading Co., Ltd., 

J. Smith, 

Secretary 

Correct. 69. 

99 

per pro. 

Trading Co., Ltd., 

J. Smith 

Correct. 09. 

*> 

! 

j 

pro Trading Co., Ltd., 

J. Smith, 

Director 

Correct. 69. 


'I’rading Co., Ltd., 

])er J. Smith, 
Secretary 

Correct. 69. 


For Trading Co., Lfd., 

J. Smith, 

Manager 

Correct. 09. 

»> 

For Trading Co., Ltd., 

J. Smith 

Incorrect. 69. 


Trading Co., Ltd., 

J. Smith, 

Director 

Correct. 69. 

99 

1 For Trading Co., Ltd., 

1 H. Jones, 

I pro Scicretary 

j Incorrect. 69. 

For Trading Co., Ltd., 

' T. J^rown, 

Cashier 

Not usually acce})led 
without vt)rilica- 
tion. 69. 

p.p. Trading Co., Ltd., 
Brown, Siiiilh Co. 

Correct. 69. 

!.. 

99 

i 'rrading Co., Ltd. 

j 

1 Should bo 

confirmed. 69. 

»> 

1 p.p. Trading Co., 

1 J. Smith, 

Secretary 

j Incorrect. 69. 

1 

' For I'rading Co., Ltd. 

For Universal 

1 Trading Co., Ltd., 
i J. Smith, 

1 Secretary 

Correct. 69. 

i 

1 

- - - -- 

. — — 
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Of Joint Stock Companies {continued). 


Payee. 

ILovv Indorsed. 

1 

Kemarks. 

Trading Co., Ltd 

Trading Co., Ltd. 

For Universal 

Trading Co., Ltd., 

J. Smith, 

Secretary 

Cenc rally accepted, but 
the more correct method 
is for the “ for ” or “ per 
pro.” to bo placed 
against both names 
(as above). 


J. Smith, 

Secretary, 

Trading Co., Ltd., 

Incorif'ct. G9. 

»> 

For Trading Co., Ltd., 

In Liquidation 

J. Smith ^Liqui- 
H. Hrovvn j dators 

Correct. 09. 


For Trading Co., Ltd. 

In Liquidation 

For J. Smith ^Litpii- 
II. Brown J dators 

T. Jones 

Incorrect. 69. 

Trading Co., Ltd., | 

per J. Smith i 

J. Smith 

i 

1 

Incorrect. 66. 

J. Smith 

Secretary, 

Trading Co., Ltd. 

j 

J. Smith, i 

Secretary, 

Trading Co., Ltd. 

Correct. 66. 

J. Smith 

Licjuidator of 
the Trading 

Co., Ltd. 

J. Smith 

! 

Incorrect. 66. 

1 Trading Co. 

i 

1 

Per j>ro. Trading Co., Ltd., 
J. Smith, 

Secretary | 

Incorrect. 67. 

Trading Co., 

J. Jones & Co., 
Agents 

per pro. Trading Co., 

J. Jones & Co,, j 

Agents j 

Correct. 67. 

i 

i 

Trading Co., j 

1 per 1310. J. Jones & Co., ' 

1 Agents 

i J. Smith 

Incorrect. 67. 
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0! Executors and Administrators. 


Payee. 

j How Indorsed. 

ItEMARKS. 

•J. Smitli 
(now docoasod) 

H. Brown 

F. Smith 

Fjxecutors of tho lato 
J. Smith 

Correct. 70. 

- 

For Self and Co-Kxccutor 
of tho late J. Smith 

H. Brown 

Correct. 70. 

- 

For S(‘lf and Co-Adminis- 
trator of tho lato J. Smith 
H. Brown 

Correct. 70. 

»• 

•Mary Smith, 

Widow of J. Smith 

Incorrect. 70. 

H. l.^rt)\vn and 
'r. Smith 
lOxocntors of tho 
luto J. Smith 

For Self and Co-Plx('Cutor 
of tho lato J. Smith 

If. Brown 

Correct. 70. 

If. Hrown and | 

anothi'i* j 

r]x(‘Cutors of tho 
lalo .r. Smith j 

For Self and Co- Executor 
of tho lato J. Smith 
Thos. Smith 

Correct. 70. 

lOxocutor.s of tho | 

laro ,1. Smith i 

For Si'If and Co- Execu- 
tors 

TT. Brown 

Incorrect. 70. i 

” 1 

I 

11. Ihown Executor of 
lato J. Smith 

Incorrect. 70. 

i 

1 

1 

per pro, 

F]xecutor.s of tho lato 

J. Smith 

If. Brown 

Incorrect. 70. i 

j 

i 

1 

Koprest*ntativos of (ho i 
lato J. Smitli ; 

For Si‘lf and Co-Execu- 
tors of the lato J. Smith 
H. Brown 

Correct. 70 : 

,J. Smith, Kxooutor 

J. Smith 1 

Incorrect. CO. 


(or 'TlVlsttH') 
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Of Trustees. 


Payee. 

How Indorsed. 

He MARKS. 

The trustees of the 
late J. Smith 

For Self and Co-Trustees 
of the late J. Smith 

H. Brown 

Incorrect. 71. 

99 

H. Brown 1 Trustees of 

J. Jones Who late J. 

J Smith 

Correct. 71. 

J. Smith 

For J. Smith 

11. Brown, 

Trusteio 

Incorrect. 71. 

Trustee of J. Smith 

per pro. 

Trustee of J. Smith, 

J. Jones 

Incorrect. 71 

K. Ih’owu and 

J. JOIH'S, 

Trustees of J. 

Smith 

- 

11. Brown 

J. Jones 

Incorrect. 06 


11. Brown \Trustet'S of 

J. Jones J J. Smith 

Correct. 66 

Of Married Women. 


PAYEE. 

How Indorsed. 

' Remarks. 

Mrs. Smith 

A. Smith 

1 Correct. 65 

99 

(Mrs.) A. Smith 

Correct. 65. 

9 9 

IMrs. A. Smith 

Incorrect. 65. 

Mrs. Jolm Smith 

__ 

M. A. Smith 

Incorrect. 05. 

ff 

Mrs. John Smith 

Incorrect. 65. 

tf 

M. A. Smith 

Wife (or widow) of 
John Smith 

Correct. 65. 

ft 

M . A. Smith 

(Mrs. John Smith) 

Correct. 05. 

ff 

John Smith 

Incorrect. 65. 

Mrs. J. Smith 

Emma Smith 

Mrs. J. Smith 

Correct. 65. 

1 

Miss Ann Smith 
(now married) 

Ann Jones Smith 

Correct. 65. 
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Of Official Payees. 

PAYEE. 

J. Smith, 

Troasiiror 

Mlariktown 

Urban 

District 

Council 

Blanktovvn U.D.C. 


()vors(M*rs of 
J^lanklown 




Mayor of 
Hlaiiklowii 


Manajj;('rH of 
Blank town 
Sclioola 


j 

Blanktown Vestry 


Collector of 
Customs ami 
Excise 


How Indorsed. 

J. Smith 


For Blanktown U.D.C. , 
J. Smith, 

Treasurer 

For (or p.p.) 

Blanktown U.D.C., 

If. Brown, 

Rate (yollc'ctor 

J. Smith 
1 i . Brown 

,f. Smith ^Overseers of 
H. Brown J Blanktown 

For the Overseers of 
Blanktown 
.lohn Jones, 
Assistant Overseer 

J. Smith 

Mayor of Blanktown 
per pro. 

IMayor of Tflanktown 
If. Brown 

For the Manajjjers of 
Blanktown Schools 
J. Smith, 

Chairman 

.1. Smith J Manap;ers of 
II. Brown ^Blanktown 
J Schools 

.1. Smith, Clerk to the 
Jflanktown Vestry 

p.i). Blanktown Vestry 
J. Smith, 

Clerk 

per pro. 

J. Smith 

Collector of Customs 
and Excise 
II. Brown 


KEMAKKS. 

Incorrect. 66 

Correct. 66. 

Not usually acc('])teii with- 
out confirmation. 67. 

Incorrect. 66. 

Correct. 66. 

Generally accepted. 67. 

Correct. 66. 

Correct. 67. 

Correct. 67. 

Correct. 66. 

Incorrect. 67. 

Correct. 67. 

Incorrect. 69 and 67. 



INDORSEMENTS 


71 


Of Official Payees {continued). 


Tayeb. 

' How Indorsed. 

Remarks. 

Onicial Receiver 
of J. Smith & Co. 

H. Brown, 

OiHcial Receiver 
of J. Smith & Co. 

Corrjct. t)G. 


per pro. H. Brown, 
Olficial Rj^ceivcr 
of J. Smith & Co. 

J. Jones 

tncorroct. 67. 

By a Mark. 



Payee. 

now Indorsed. 

' Remarks. 

Joliu Smith 

John Smith X 

Incorrect. 72. 

99 

His 

John X Smith 

Mark 

In the pre.sonce 
of 11. Brown 

incorrect. 72. 


His 

John X Smith 

Mark 

Witness 

H. Brown, 

15, Slade lid., 
Bristol 

Correct. 72. 


Miscellaneous. 


Payee. 

How Indorsed. 

Remarks. 

J. Smith or Bearer 

pay H, Brown, 

Correct. 73. 


J. Smith 


J. Smith or Order 

J. Smith 

incorrect. 


pay H. Brown or 

Requires indorsement of 


order 

If. Brown. 73. 


J. Jones 
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Miscellaneous (continued). 


Payee. 

J. Smith or Orch^r 


J. Smilli only 

J. Smilli or onh'r 
of IT. nrown 

H('nrf*r t)r Onlrr 


Hoaror (J. Smith) 
or Ordor 

Ih'juH'r, my wif<‘ 


J. Smilli or 

I 

I J. Smith or 

I tTirief 

if. 15. 

I 

i J. Smith o r 


I now Indorsed. 

’ J. Smith 

; pay H. 

Jon e s 

Adams 

J. Smith 

J. Smith 

I No indors(‘ment 

j No indorsement 

i 

No indorsorneiit 

No indorsement 

No indorsement 

No indor.sement 


or ()rd(‘r No indorsement 


Self or Oi-der No indorsement 

(drawn by J. Smith) 

,, }).j). J. Smith 

H. Brown 


Remarks. 

Should be returned for 
eontirmation. 73. 


i R(‘quires eonfirmation. »)8.j 

! ■ ' ■ ' 

i Corrijct. May he duly 

I discharged by either. 

j ('orrect. (See Paying ! 

Bearer Cheques, j 

(Chapter V.) 

liicoiToet. 68. ! 


1 It would bo desirable* 
to obtain the wife’s 
I indorsement. 68. 

! Requires indorsement, 
b(‘ing ocjuivalont to 
I an order eheque. 

i 

; (leiK'rally considered a j 
j bi'arer cheejue, but see I 

i Clmpler V, Paying i 

I Order Cheques. I 

1 Incorrect. Reipiires in- 
! donsement. (See Chap- 

I ter V, Paying (Jrder 

i Cheque's.) 

I ShouUl be returnetl as | 
it does not specify a j 

I payee. (See Chap- 

i ter 111, Payee, ) 

I Lc'gally correct if jirc- 
I sented by payee (,J. 

j Smith). CO. 


j Would not generally be 
! accepted without con- 
I tirmation. 01. 
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Impersonal and Anomalous Payees. 


Payee. 

Wages or order 

(^a.sh or order 

! Income 'Pax or 
ordc'i* 

I 

j Iloronali Kates or 
oi'der 

; S.S. Margnei’itc or 
I order 

i Kobinson Cnisoe or 
I order 

I Wages or bearer 
' % Smith or onlei 


J. Smitli 


I J. Smith in full 
settlement 

i J. Smith 

»» 

I 

I Macmahon’s Family 
j Journal 


Ilow Indorsed. 

No indorsement 
No indorsement 
No indorsement 


No imlorsement 


No indorsement 


No indorsement 

No indorsement 
No indorsement 


'I'o my aeeount 
J. Smith 

Pay to U. Krown’s 
account 
J. Smith 

J. Smith in part 
payment 

Received cash 
J. Smith 

J. Smith 

Without recourse 

IMacmahon’s Family 
Journal 


Remarks. 


I Inc orient. 59. ^ 

j Incorrect. 59. 

1 Incorrect. Giaierally ; 

I paid on the indorse- 

! mi nt of the (VJ lector | 

i of Inland Revenue for 

j the district. 59. 

j Incorrect. The usual 
j practice is to obtain : 

I tlie discharge of the 

' Horoiigh Treasurer. 59. j 

Incorrect. Should be in- | 
dorsed by a responsible | 
party on behalf of the i 
steainshi]). 59. j 

CVjrret'.t. ^I^^y treated I 
as a bearer cheque. 59. 

Correct. 

Incorrect. Should be in- 
dorsed “ Placed to the i 

credit of payee’s ac- | 

count,” f()llo\v(‘d by ■ 

the signature of i 

Smith’s bankers. 58 i 

and 75. ! 

Correct. Banker’s in- ; 
ilorsomcnt not re- | 

quiri^d. 74. , 

Correct. Second in- j 
dorsement not re- ■ 

quired. 74. i 

Advisable to return. 74. 

Correct. But requires a | 
receipt stamp if for | 
£2 or o\er. 74. ! 

Correct. 74. 

Incorrect. 59. 
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Impersonal and Anomalous Payees (continued). 


Pay EE. 

How Indorsed. 

Remarks. 

.\r.i(*inahon’s Family 
Journal 

M.ioinahon’s P'amily 
Journal 

(.’harlos MaoinaJion 
I’roprietor 

Forreot. 59 


.Maemahon’s Family 
.Journal 

.Jami's and Smith 
W'hoh'salo Aj^tmts 
[or PiihlisVM“r.s] 

Forroct. ()7. 

Of Dividend Warrants. 


Payee, 

Uow Indorsed. 

Remarks. 

John Smith and 

II. I^i'own 

II. Brown 

Correct. 76. 

Jolm Smith or 

Bcaivr 

I*ropri(‘tor's 

Si^natiin: 

No indorsoinont 

Broprit'tor’s 

Si^naturo 

Incorrect. Payee’s dis- 
charge is necessary 
i and should ho oh- 

t.ained in the s])aco 
indicated. 70. 

.Jolm Smitli or 
()r<lor 

Bropriclor’s 

Siiinaturo 

Bropriotor’s 

Signal nr(‘ 

.lohn Smith 

Forrect. No further dis- 
cJiarge is necessary. 
70. 

.John Smith 
and another 

.John Smith 

Correct. 70. 


11. BrovMi 

(Iht' other roferri d to) 

Incorrect. 7G. 

.F(tlm Smith 

p«‘r ])ro. 

John Smith 

H, Ih’own 

, Incorrect. 70. 

Of Interest Warrants. 


Payee. 

Ilow Indorsed. 

Remarks. 

.John Smith and 

John Smith 

Probahlv incorrect. 70. 


If. Brown 
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PAYi\II^:NT of CflEQUKS 

78. Paying Banker. — The paying banker i,s tlie banker in whom 
the order to pay, where the order tak(‘s llie foim of a elieque, is 
addressed. It is the duty of the banki'r to honour his eustoineis’ 
cheques provided : 

(a) That the balance standing to the cnnlit of his custoiner is 
sufficient to pay them. 

(b) That the cheques are drawn in proper foiin. 

(c) That tliere is no legal bar prohibiting payimmt. 

This duty to honour his customers’ cheques is one of tlu'- implied 
terms of the contract entered into by the banker and his customer 
when the account is opened. 

The conditions which must be fulfilled before a banker is justified 
in honouring his customers’ cheques are given below, in detail : 

(a) Sufficiency of Funds. — This does not call for any elaboration. 

(b) Proper Form. — ^The cheque as drawn must : 

(1) Be signed by the drawer himself, or by his autliority, and 
must be duly stamped. 

(2) Be due for payment, i.e. not stale or post-dated. 

(3) Have the sum to be paid expressed in words, or in words 
and figures, which should agree. 

(4) Purport to be properly indorsed, if an order cheque. 

(5) Bear the drawer s confirmation of any alteration. 

(c) No Legal Bar. — The follovdng eauses are suflieient to justify 
a banker in not paying a cheque : 

(1) Notice from the customer to stop payment. 

(2) Knowledge of any defect in the title of the peu’son prcsentir.g 
the cheque. 

(3) Notice of an available act of bankruptcy by the customer, 
or of his death, or insanity, or, in the case of a limited company, 
notice of the winding up. 

(4) Notice of an assignment by his custorner of the available 
credit balance. 

(5) Knowledge that the customer contemplates a breach of 
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trust in cases where it is known that funds credited to the account 
are trust funds. 

(6) Notice of a garnishee, injunction, or other order restraining 
his customer from operating on the account. 

The points given above arc those which a paying cashier must 
bear in mind before paying a cheque. The list seems formidable, 
but, in practice, a cashier can settle all the points given in (b) at 
a glance. In regard to (c), a cashier is provided with a list of 
“ stoiiped ’’ cheques, wliilc knowledge of a defect in the presenters 
title is a question of fact. The remaining cases do not often arise, 
and a cashier easily memorises the customers to wliieh they relate. 

70. Counterinand of PaymenL—By s. 75 (1) Bills of Exchange Act, 
1882, the duty and authority of a banker to pay a cheque drawn 
on him are determined by effective countermand of payment. This 
right of stopping payment exists up to the moment when the banker 
is about to pay or to bind himself to pay the cheque. In the case 
of a cheque, where the banker has until tJie close of business liours 
to pay or return it, the drawer’s right to countermand payment 
exists up to the close of business, even though the cheque may, in 
the meantime, have been cancelled by the banker, and debited to 
th(i drawer’s accoimt. But if the paying banker has telegraphed 
to the collecting banker stating that the cheque has been paid, or if 
the ch(‘que has been paid in by another customer and duly passed 
to his credit, tfic payment is irrevocable, and the drawer cannot stop 
payment of the cheque. 

To be effective, the notice of countermand of payment must 
reach the banker either by word of mouth or in writing. The 
banker should make it a rule to get the drawer’s written authority 
to stop a cheque. The authority should contain a full description 
of the cheque. Immediately on receiving notice the banker should 
attach full particulars of the stop to the customer’s ledger account, 
and add the notice to the general list of such orders. Notice of 
the stop should also be sent, when necessary, to each branch or 
bank where a standing order to cash the customer’s cheques exists. 
If the drawer sends notice of a stop which is duly received, then 
the banker will have to bear any loss that may ensue should he pay 
the stopped cheque. The best answer is: “ Orders not to pay.” 

If the customer wires to his banker to stop payment of a cheque, 
the banker should at once communicate with his customer, request- 
ing confirmation. If the cheque is presented before such con- 
firmation is received, the banker should postpone payment, taking 
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care not to say or do anything that could be construed as damage 
to his customer’s credit. A stop by telephone would justify the 
same cautious attitude, unless the banker were satished that the 
telephone message was actually delivered by the cuNtomer himself, 
or by someone acting with his authority. A suitable answer in 
such circumstances would be “Payment countermanded by telegram ~ 
payment postponed pending confirmation, present again,*' 

Countermand of payment can only be effectively made by the 
drawer, so that when a banker is advised by a holder that he has 
lost a cheque, he should request the holder at once to communicate 
with the drawer, and obtain the latter’s written instructions. 
Should the cheque be presented in the meantime, the banker should 
make careful inquiries into the title of the presenter before paying 
the cheque, or, alternatively, he may postpone payment as in the 
case of a stop by telegram. If the cheque requires an indorsement 
before payment, and the holder, having lost it, informs the banker 
that he has not indorsed it, and that, therefore, any indorsement 
purporting to be his must be a forgery, the banker, if he pays the 
cheque to a party other than the alleged holder, might not be 
entitled to debit his customer’s account with it, on the ground that 
the cheque had not been paid in good faith and in the ordinary 
course of business. Any one of several partners, trustees, executors, 
or joint account holders, may countermand the payment of a cheque 
drawn by any or all of them. 

80. Customer's Balance . — ^The banker, before taking such a serious 
step as dishonouring a cheque for lack of funds, must make quite 
certain that the state of the account justifies him in so doing. 
Substantial damages would usually be awarded against a banker 
who had improperly dishonoured a cheque and thereby injured the 
credit of a business man. In the case of a non-trading customer, only 
nominal damages would j)robably be awarded, unless special damage 
were proved. 

When computing the customer’s balance available for drawing 
against, the banker need not take cognisance of any credit balance 
the customer may have at some other braneh of the same bank, 
and would not be liable if he dishonoured a cheque for the reason 
that there were not sufficient funds to pay the cheque at the branch 
on which it was drawn. But if the customer has a debit balance 
at another branch, the banker, unless there is an agreement, express 
or implied, to the contrary, may combine the two accounts, and 
dishonour a cheque drawn on the branch with tlie credit balance,. 
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should tlie combined accounts show a debit balance or an insuffi- 
cient credit balance. As, however, his right depends on tliere being 
MO implied agreement or course of business to keep the accounts 
separate, it is desirable to give notice to the customer before combining 
the accounts and dishonouring cheques, or, better still, to take a 
definite agreement permitting combining without notice. And if a 
customer has an account with a banker at one branch, and usually 
])ays his credits into another branch, the banker is not bound, before 
dishonouring a clieque, to take cognisance of any credits which may 
have b(ien paid in at the other branch, but not actually received by 
him. The banker is not bound to take into account money placed on 
deposit ])y a customer when deciding whether or not to honour a 
cheque drawn on the current account, but naturally would usually 
do so. 

In computing the balance available for drawing against, the 
banker is justified in setting aside sufficient money to meet any 
cheques marked “ good for the amount at the customer’s request, 
or for clearing purposes, but he is not justified in reserving money 
to meet bank charges accruing, but not actually debited, or (unless the 
customer is bankrupt) to meet a possible liability on bills discounted 
by him for the customer and not yet matured. 

If the customer directs that certain moneys being or to be paid 
in arc to be allocated to meet a particular cheque, the banker must 
()b('y his customer’s instructions, irrespective of the state of the 
account between him and his customer. If the customer’s balance 
is not suffici(*nt to meet a t heque, the banker may nevertheless elect 
to pay the che(pi(*, and can debit his customer with the amount. 
The drawing of a cheque when the funds arc insufficient to meet 
it is equivak'nt to asking the banker for an overdraft. 

Jf the banker has followed the usual practice of crediting cheques 
as cash before clearance, he can, nevertheless, return cheques drawn 
against such uncleared credits, marked “ Effects not cleared,” unless 
there is an agreement, express or implied, permitting the customer 
to draw against such items. ((7/. Underwood v. Barclays Bank, Ltd,, 
U)24.) Some banks have a notice printed in their pass books or on 
their credit slips that the right not to honour cheques drawn against 
uncleared items to credit is reserved. In the case of a weak customer 
the safer course is to put the matter beyond dispute by advising him 
that cheques must not be drawn against until cleared. If the banker 
has agreed to allow his customer an overdraft, with or without security, 
he cannot, without due notice to his customer, refuse cheques 
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within the limit of the overdraft, and issued prior to receipt of 
his notice. 

8 1 . Cheque not an Assignment of Funds . — By s. 53, Bills of Exchange 
Act, 1882, a cheque does not, except in Scotland, operate as an 
assignment of the drawer’s funds in favour of the payee. This 
means that the credit balance cannot be earmarked for the holder 
of any particular cheque. If, therefore, a cheque is presented and 
dishonoured because of insufficient funds, the banker must not, on 
that account, refuse a subsequent cheque which is within tire avail- 
able balance. And he must not pay part of a cheque when the 
balance available is not sufficient to meet the whole, since a cheque 
does not o 2 )erate as an assignment. The holder of a cheque has no 
equitable claim against the drawee-banker, there being no luivity 
of contract, i.e. mutual relationship, between the two parties. The 
recognition of this princij^jlc is very important, as it enables the 
banker, in the general way, to ignore the claims of tliird parties, 
and to consider solely the best interests of his customer, to whom 
alone he is responsible. 

82. Payment in Dm Course . — A cheque is discharged by pay- 
ment to the holder, in good faith, in the ordinary course of business, 
and without notice that his title to the cheque is defective. Such 
a payment is a payment in due course (ss. 51), 60, Bills of Exchange 
Act, 1882), and will justify the banker in charging his customer 
with the amount. The holder to whom payment is made may be 
the payee, an indorsee, or the bearer, according to the nature of 
the instrument, or the way in wliich it has been indorsed. It is not 
“ in the ordinary course of business ” for a banker to pay a cheque 
out of office hours, except where the cheque is j^resented through 
a Clearing House or Local Exchange, in accordance with the rules 
of the Clearing House, or the customs of the Exchange. Other- 
wise, if he does so pay it, he loses his statutory protection, and 
moreover has to face the possibility that the drawer may stop pay- 
mejit of the cheque before the bank opens on the next business 
day. 

A banker is bound to cash open, i.e. uncrossed cheques, over 
the counter, but he is under no obligation to send notes or cash in 
payment by post. ClK^ques presented for payment in this way by 
persons unknown to the banker should therefore be returned for 
presentment in the usual way. The position would naturally be 
different if the customer liimself sent a cheque by post asking for 
cash to be remitted to him. The particular duties attaching to order 
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cheques and crossed cheques which a banker must carry out in 
order to be able to charge his customer are dealt with later. 

In ordinary circumstances, a cheque drawn in proper form and 
complete in every particular must be paid or refused payment as 
soon as it is presented. But if the circumstances connected with 
its presentation are such as to raise reasonable suspicions in the 
banker’s mind, he is entitled to use discretion in the matter of 
immediate payment. 

It seems reasonable to suppose that the banker would also be 
entitled to postpone payment if the cheque were drawn in an imusual 
manner, or bore upon its face peculiarities that would raise doubts 
in an ordinary person’s mind as to the genuineness of the order. So 
also if a cheque were stopped by an unconfirmed telegram, or if a 
person professing to be the payee were to state that he had lost 
the cheque, it would appear that the banker could reasonably make 
inquiries about such matters before paying the cheque. 

The holder is entitled to be paid in legal tender. Legal tender 
is a tender of money of such kind as is laid down by law, and which 
a person entitled to receive it is bound to accept in discharge of 
a debt expressed to be payable in coin of the realm. The tender 
must be exact in amount and unconditional ; the creditor is not 
bound to give change. Tlie refusal of legal tender by a creditor 
docs not cancel the debt, but it is a good defence to an action, 
and renders the creditor liable to pay the debtor’s costs. Gold 
coins of full legal weight *— except pre-Victorian coins — are legal 
tender for any amount. All the notes issued by the Bank of England 
are legal tender in England and Wales for any amount. Silver and 
bronze coins arc legal tender for amounts not exceeding forty shillings 
and one shilling respectively. 

By the Coinage OlTenccs Act, 1861, s. 17, no tender made in 
gold, silver, or copper coin, defaced by being stamped with any 
name, whether such coin is or is not thereby diminished or lightened, 
is allowed to be a legal tender. S. 26 of the same Act makes it 
lawful for any person to cut, break, bend, or deface a base or 
counterfeit coin, the loss falling upon the person tendering the coin. 
A banker should, therefore, deface all such coins tendered to him. 

Bank-notes of £1 and 10s. are also legal tender in Scotland and 

♦ A now sovoivign wciglis 123-27147 j^raiiis, and continues tender until 
roducod by wear to 122-5 j^^rains. A half-sovereign weighs 61*63723 grains, 
and remains legal tender until reduced to 6M25 grains. English gold is eleven- 
twelfths fine, i.c. of pure gold, and one-twelfth alloy. 
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Northern Ireland. They are likewise legal tender by the Bank of 
England itself, including the payment of its larger notes. It should 
be noted that although bankers, when paying cheques, usually ask 
the presenter in what form he would like to be paid, this custom is 
merely a matter of courtesy, and is not obligatory upon them. All 
that the law requires is that they should pay in legal tender. 

Very few, comparatively speaking, of the cheques issued are 
presented at the bank counter, and cash demanded for them. Most 
of them are paid, directly or indirectly, through the Clearing Houses 
in London and certain provincial towns, and through the local 
clearings. 

When charging interest the banker should reckon it from the 
dates of payment by him (or his agent if cashed under standing 
orders) of the cheques, not from the dates upon which the cheques 
were drawn. 

83. Payimj Bearer Cheques. — S. 2, Bills of Exchange Act, 1882, 
defmes “ bearer ” as the person in possession of a cheque which is 
payable to bearer ; and by s. 8 (3) a cheque is payable to bearer 
which is expressed to be so payable, or on which the only or last 
indorsement is an indorsement in blank ; and by s. 7 (3) a cheque 
made payable to a fictitious or non-existing person may be treated 
as payable to bearer. A cheque originally drawn payable to 
bearer need not be indorsed, and the banker cannot demand an 
indorsement before paying the cheque on presentation. If any 
indorsements do appear on the back of the cheque, the banker may 
ignore them. Any holder may alter a bearer cheque to an order 
cheque by striking out the word “ Bearer.” He may, or may not, 
as he chooses, also write the word “ Order ” for “ Bearer.” Any 
sueh alteration need not be initialled, and the banker must then 
regard the instrument as an order cheque requiring indorsement. 

If a cheque is drawn payable to “ Bearer or Order,'' the 

written word “ Bearer ” would be considered to override the printed 
words “ or Order," and the cheque should be treated as payable to 
bearer. If, as in some forms of cheques, the space after the printed 
word “ or ” is left blank, and the drawer had made the cheque 
payable to bearer, and had also written in the word “ Order ” after 
“or,” possibly the banker, if the cheque were presented without 
being indorsed, would be justified in returning it as an embarrassing 
document. By paying “in due course” an uncrossed cheque payable 
to bearer to anyone tendering it over the counter, the banker obeys 
the mandate of his customer, and accordingly can debit him with 

7 
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tlic ciloque, and this is so even if the bearer had no j^i’operty in 
the cJieque, or was liimself the thief who had stolen it. 

84. Paying Order Cheques . — Cheques are usually drawn payable 
either to bearer or order. If either of these words is omitted the 
checpie is payable to order, unless there are “ words prohibiting 
transfer or indicating an intention that it should not be transferable ” 
(Hills of Exchange Act, 1882, s. 8 (4) ). “ Where a bill [which includes 
a cheque], either originally or by indorsement, is expressed to be 
payable to the order of a specified person, and not to him or liis 
order, it is novcrtlielcss payable to him or his order at his option ” 
(ibid., s. S (5) ). Therefore, when a cheque is drawn “ Pay J. Jones 

it must be indorsed by J. Jones, who may also indorse 

it to anotluu’ i)erson. If, however, the mandate of the drawer is 
“ l^iy J. Jon(‘s only,” tluui the banker must pay J. Jones and no 
other i)erson, i.e. the cheque is not transferable. Payment over 
the counter of such a cheque should ojily be made after identification 
of the payee, and payment through a bank only after the con- 
lii ination of the collecting banker. If the cheque is drawn payable 
to “J. Jones or He arer -” it must bear J. Jones’s indorsement^ as 
it is in eifect an order cheque. 

Tlui sti'iking out of the word “ Order,” and initialing the altera- 
tion, would apparently make a cheque so altered i)ayablc to bearer. 
Hut some banks prefer to return cheques so drawn, marking them 
” Alteration requires conq^letion,” or would treat the cheques as 
orihu* cheques requiring indorsement. 

If a banker ])ays an order cheque bearing a forged indorsement, 
he is ])rotect(^d by s. GO Hills of Exchange Act, 1882. This section 
runs as folloAVS : When a bill payable to order on demand is drawn 
on a banker, and the banker on whom it is drawn pays the bill iix 
good faith and in the ordinary course of his business, it is not 
incumbent on the banker to show that the indorsement of the 
payees or any su])sequent indorsement Mas made by or under tlic 
authoiity of the person Avliose indorsement it purports to be, and 
the banker is deemed to have paid the bill in due course, although 
such indorsement has be('n forged or made Avithout authority.” 

The word “ bill ” in this section is limited to a cheque, defined 
by s. 7:J as “ a bill of exchange draAvn on a banker i)ayable on 
demaiul.'’ Put drafts and other orders to pay Avhich do not come 
within this definition of a cheque arc not protected by s. GO. More- 
over, the banker, to gain protection, must not only see that the 
cluHiue is a cheque in the defined sense of the word, but (a) he must 
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ptay it in good faith and in the ordinary course of his business, and 
(b) the cheque must purport to be indorsed by or under the authority 
of the proper indorser. In regard to {a) “a thing is deemed to be 
done in good faith, within the meaning of this Act, where it is in 
fact done honestly, whether it is done negligentlj or not ” (Bills 
of Exchange Act, 1882, s. 90). But negligence or carelessness, 
when considered in connection with the surrounding circumstr'inces, 
may be evidence of bad faith. Such negligence or carelc^ssness, 
however, must be of such a gross character as to amount, in effect, 
to fraud. The surrounding circumstances are of the greatest 
imj^ortance, and each case must be judged on its merits. Paying 
a cheque out of the usual office hours w ould not be “ in the ordinary 
course of business.” In regard to {b), see pp. 44-74, where indorse- 
ments that fulfil the necessary requirements are fully dealt with. 
Payment made by crediting the cheque to the account of another 
customer is a good payment and is protected by s. 60. 

Under s. 24, a forged indorsement on a bill or cheque is wholly 
inoperative, and no person claiming through the forged indorse- 
ment has any right to sue on, or to retain the instrument, or to 
give a valid discharge therefor. Accordingly, if a banker pays a 
cheque with a forged indorsement in such a way as to forfeit his 
protection under s. 60, he will be unable to debit his customer by 
reason of having paid contrary to instructions and to a person 
unable to give a valid discharge. And, furthermore, as such a cheque 
would be wrongfully converted, i.e, the true and rightful owner is 
deprived of its possession, the true owner could bring an action of 
trover against the banker, i.e. an action to recover the value of 
the document of wliich he has been wrongfully deprived. 

85. Paying Crossed Cheques. — ^The sections of the Bills of Exchange 
Act, 1882, wliich define a crossing, and the duties and liabilities of 
the paying banker in respect of crossed cheques, are given on 
pp. 91-95, together with a full explanation. 

86. Paying Cheque with Bill or Document Attached. — When a 
cheque is drawn payable to “ Bill attached or bearer,” the banker 
should, in the interests of his customer, see that the bill is actually 
attached before paying the cheque, though whether he is legally 
bound to do so is open to question. If the bill is not attached, 
the cheque should be returned marked “ Pc-present with bill 
attached.” Unless particulars of the bill are written on the cheque 
the banker has no means of knowing whether the bill is in order 
or not. If the cheque is drawn payable to “ Documents attached,” 
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without defining them, the banker can do no more than see that 
there is more than one document attached. Where a cheque is pre- 
sented with a document or documents attached, but makes no 
reference to the attached documents, the banker need not examine 
the documents to see if they are in order. In these, and in similar 
cases, the banker should act in a manner most conducive to his 
customer’s interests. 

87. Advising Fate by Telegram. — The collecting banker sometimes 
telegraphs to the paying banker asking if a particular cheque will 
be paid. Even though the paying banker’s customer has sufficient 
funds to his credit to justify the cheque being paid, the banker’s 
answer should be so worded as not to commit him to the payment 
of the cheque in any event. “ Would be paid if presented now 
and in order,” is a suitable wording. If the paying banker replies 
“ Y(‘s, if in order,” he is bound to honour the cheque on presenta- 
tion, if complete and regular on the face of it, though in the mean- 
time the drawer may have died, become insane or bankrupt, or 
stoppcnl payment of the cheque, or had a garnishee order served 
attaching his balance. Since advice of fate in this manner before 
presentation is not a legal payment, the banker cannot debit the 
drawer’s account in any of these circumstances, and may, there- 
fore, find himself wdtliout means of recovering liis money. And, 
for the same reason, he is not entitled to retain, pending actual pre- 
sentation, sufficient of the drawer’s balance to meet the wired 
cheque. If he did so, and other cheques were dishonoured through 
such retention, he would be liable to his customer in damages. 

Similarly, when a dishonoured cheque is recalled by wire, the 
answer should be “ Cheque ten pounds Smith would be paid if 
re-presented now and in order.” This answer would justify the banker 
in refusing payment if any event occurs in the meantime preventing 
any operations on the customer’s account. Of course, where the 
telegram is sent with the customer’s consent or on his instructions, 
the position is quite different, and the banker is entitled to retain 
an amount sufficient to meet the wired cheque. Cheques are some- 
times presented direct wath a request to wire fate. When once 
the telegram has been sent, the customer cannot stop the 
cheque, and the banker can debit it to his account in any cir- 
cumstances. 

88. Marking Cheques. — Cheques are sometimes “ marked ” as 
good for payment at the request of the drawer, or as between banker 
and banker. This is done by the banker stamping the name of 
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his bank on the face of the cheque and adding his name or initials. 
When the drawer requests his banker to mark a cheque, the banker 
is entitled to retain money to meet the cheque, and therefore to 
dishonour any other cheques where the balance remaining after 
providing for the marked cheque is insufficient to cover them. 

It is not customary in this country for bankers to mark cheques 
at the request of the payee or holder (unless that holder be a banker), 
but only at the request of the drawer. When a cheque marked at 
the instance of the drawer is presented it must b(5 paid, and the 
banker may debit the drawer’s account, notwithstanding any event, 
such as death or bankruptcy, that may have happened to the drawer 
in the interval between the marking of the cheque and presentment 
for payment. But this practice of marking cheques is falling into 
desuetude. Bankers now usually prefer to issue their own draft 
in exchange for the cheque. 

In regard to the marldng of cheques as between banker and 
banker, it has been judicially recognised that “ a custom has grown 
up among bankers themselves of marking cheques as good for the 
purposes of clearance, by which they become bound to one another.” 
For instance, it is a rule among London Clearing Bankers that all 
cheques on the Town Clearing Branches of the Clearing Banks must 
be presented through the Clearing House. In London, when a 
cheque from a customer is received too late for presentation, and 
the collecting banker for any reason desires to loiow its fate as early 
as possible, it is the practice for him to send the cheque direct to 
the drawee-banker after closing hours, with a request to mark the 
cheque. Cheques so marked are presented next day through the 
Clearing House in the usual way. In provincial towns the 
procedure is similar. 

Since this marking is an appropriation of funds in the banker’s 
hands for a specific purpose, he is entitled to deduct the amount 
of the marked cheque when estimating the balance available for 
meeting other cheques presented after the marked cheque, and he 
may debit the drawer’s account with the marked cheque when it is 
actually presented for payment, notwithstanding that the drawer 
may have died or become bankrupt, or that a garnishee order may 
have been served on the banker in the meantime. The drawer has 
no power to countermand payment of a cheque marked for this 
purpose. 

Whenever a cheque is marked by a banker, a note of it should 
be made in the relative account in the ledger, so that it may be 
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taken into consideration when estimating the balance available 
for meeting any other cheques that may be presented. 

89. Dishonour of Cheques. — ^Whenever possible, cheques should 
be paid in the strict order of presentment, but if a banker dis- 
honours a cheque for the reason that the funds of the drawer in his 
hands are insufficient to meet it, he is not entitled to dishonour a 
cheque presented afterwards, which is within the available balance. 
This is not so, however, in Scotland, in wliich country, by virtue 
of s. 53 (2), Bills of ]i]xchange Act, 1882, a cheque oj^erates as an 
assignment of the funds available in favour of the holder. The 
banker, thc^reforo, in Scotland, wliere there is an insufficient balance 
to pay the whole of a cheque, would have to retain the balance as 
a discharge yro tanto for that particular cheque, and dishonour all 
cheques subsequently presented, even though the available balance 
was sufficient to meet them all, excejjt the one first presented. 

VVIkui it is iK^cessaiy to return a cheque for the correction of a 
chu’ical (M’lor, tlu^ reason of the return should be clearly stated, so 
as not to east any aspersion on the drawer’s credit. Where possible, 
a clKHiue in wliich there is such a mistake should be sent direct to 
tli(^ draw(‘r for eorri'ction, so as to avoid returning it. 

In London Joint (Stock Bank v. Macmillan and Arthur^ 1918, 
tluTC weie some very significant statements in reference to the 
ndurn of che([ues. One learned judge said that “ The customer 
contracts recipiocally that in drawing his cheques he will draw 
them in such a form as will enable tlie banker to fulfil his obliga- 
tion, and therefore in a form Avhich is clear and free from 
ambiguity.” Elsewhere the same judge stated that a banker has 
a right to insist on having his mandate {i.e. the cheque) in a form 
wliich does not entail doubt as to what he is called on to do. 
Another jiulge said that ” If there be on the face of the cheque any 
reasonable ground for suspecting that it has been tampered with,” 
the banker is justified in returning the cheque and delaying pay- 
ment until reference has cleared up the doubt. “ Always granted 
that the doubt was reasonable, the refusal to pay is warranted.” 
Accordingly, in all cases where cheques drawn in an unusual or 
ambiguous manner, or which bear evidence of having been tampered 
with, are ])resentcd for iiayment, they should be ndused. The 
best answi'r is one Avhich cannot be construed as casting any reflec- 
tion on the drawers credit, such as Irregularly drawn : requires 
confirmation.” (Sec also Gilbart Lectures, 1919.) 

Where, owing to an insufficient balance, the return of a cheque 
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is unavoidable, it is usually better to mark it “ Refer to Drawer 
rather than “Not sufficient.” If, however, the cireumstances 
of the case seem, in the banker’s opinion, tu justify the latter 
marking, the banker should be can^ful not 1o say or write anything 
that would indicate how far the available balance falls sliort of the 
amount of the cheque, for the payee might tender the shortage, 
and then demand payment of the cheque, thus obtaining preference 
over the customer’s other creditors. Once a che(i[ue has been pre- 
sented and payment refused, the holder is entitled to treat th(‘ 
cheque as dishonoured, even though ho has been requested to 
re-present the cheque at a later date. 

With regard to the return of unpaid cheques, the rules are 
based on the undoubted right of the payee or holder to know as 
soon as possible whether the cheque has been honoured or not. If 
both the collecting and the paying banker are in the same town, 
the cheque, unless the local rule is to the contrary, must be j^aid 
or returned on the day it is received. If a collecting banker in one 
town remits by post a cheque to the drawee-banker of another 
town, the drawee-banker need not return the cheque, if unpaid, 
until the day after receipt, though in this case the drawee-banker 
should, as a matter of courtesy, advise the collecting banker that 
he is holding the cheque over until the next day. If a customer 
pays in a ch(‘que drawn by another customer of the same branch, 
the banker is not legally bound to return it until the next day, 
and he need not give any information about the cheque to the 
customer paying it in. Bankers, however, usually return such 
cheques on the day of receipt. If a Metropolitan or Country cheque 
is presented through the London Clearing House, the Rules provide 
that the banker who dishonours the cheque must send it back by 
return post direct to the bank into which it was paid. 

The Rules of the London Clearing House provide that answers on 
dishonoured cheques, etc., must be written in words without abbre- 
viation on such articles themselves, but where these Rules do not apply, 
it is probable that a written answer cannot be legally demanded. 

Particulars of all cheques returned unpaid, together with the 
answer made, should be recorded in a book kept for the purpose. 
If a dishonoured cheque bears a foreign indorsement, it should be 
duly noted or protested (see p. 142). 

90. Cancelled in Error . — If a banker inadvertently cancels a 
cheque, he should write, “ Cancelled in error,” and add his initials. 
The cancellation is then revoked. 
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91. Paid Cheques. — All cheques should be effectively cancelled 
as soon as they are paid. 

92. Forgery.— Forgery is the act of falsely making or altering 
any writing for the purpose of doing injury to another person. Any 
alteration of a writing made with intent to defraud is a forgery. 
By s. 24, Bills of Exchange Act, 1882, “ where a signature on a bill is 
forged or placed thereon without the authority of the person whose 
signature it purports to be, the forged or unauthorised signature 
is wholly inoperative, and no right to retain the bill or to give a 
discharge therefor or to enforce payment thereof against any party 
thereto can be acquired through or under that signature, unless 
the party against whom it is sought to retain or enforce payment 
of the bill is precluded from setting up the forgery or want of 
authority. Provided that nothing in this section shall affect the 
ratification of an unauthorised signature not amounting to a forgery.” 

An example of “ ratification of an unauthorised signature ” 
would occur when a partner signed his name to a document piir- 
])orting to bind the firm, though he had no power to do so, and 
the otlu‘r partners afterwards recognised his unauthorised signature 
as binding on them. If a person’s signature is forged, the law will 
not permit liim to adopt that forged signature as his own, for that 
would be compounding a felony, which is contrary to public policy, 
but, novorthol(\ss, though his signature has been forged, he may, by 
his conduct, be precluded from denying its genuineness. 

S. 24 taken by itself affords little or no protection to a paying 
or (!oIIecting banker who has handled a forged cheque, but its pro- 
visions are subject to other provisions of the same Act. S. 60 pro- 
tects a banker who ])ays a cheque bearing a forged or unauthorised 
indors(‘ment, and s. 80 the banker who pays a crossed cheque in 
conformity witli the crossing, while s. 82 protects a banker who 
(collects crossed cheques for a customer who has no title, or a de- 
h'ctive tith; thereto. But these sections notwithstanding, both the 
collecting and the paying banker incur certain risks if they handle 
a ch(‘que bearing a forged signature. The protection afforded bankers 
by ss. 60, SO and 82 is called their “ statutory protection.” 

93. The Chief Risks of Payimj Banker . — As regards the risks of 
forgery which the banker’s statutory protection does not cover, 
the cliief of these in the case of cheques are : (1) the forgery of 
the drawer's signature, and (2) fraudulent alterations, such as 
alt('rations of amount. Now where a banker pays a cheque bear- 
ing a forged signature of the drawer, or a fraudulent alteration, 
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such a payment to a person who is not aware of the forgery, is a 
mistake of fact, and the money therefore may be recovered from 
the party who has received it, provided the position of such party 
has not been altered before he was notified of the mistake. For 
instance, notice of the mistake must come to the party in sufficient 
time for him to give notice of dishonour to any other parties liable 
on the instrument. But if the money has been received in bad 
faith it can be recovered in any case. 

94. Forgery of Customer's Signature. — If the signature of the 
drawer is forged, and the banker pays out the customer’s money 
on the authority of the forged signature, the banker cannot usually 
debit his customer with the money paid out. The mandate on which 
the banker has acted is not his customer’s mandate. But there 
may be exceptional circumstances which will enable the banker to 
debit his customer with a cheque bearing a forged signature. The 
customer by his conduct may have misled the banker, causing him 
to pay the cheque when otherwise it might have been refused. For 
example, if he does not repudiate the signature as soon as the forgery 
comes to his notice, and the banker pays it when otherwise he 
would have returned it, or if the banker is thereby prejudiced in any 
action he may take against the forger, or if by some act of his or 
by his conduct the customer has induced the banker to believe that 
the signature was a genuine one. What particular act or line of 
conduct precludes the drawer from denying the banker’s right to 
debit him with a forged cheque is a question of fact. To enable 
the drawee-banker to return a cheque by reason of its forgery, 
he must discover the forgery in the usual time allowed for payment. 
(See Dishonour of Cheques, ante.) 

95. Fraudulent Alteration of Amount. — When a customer drawls 
a cheque in such a careful way that no palpable opportunity is 
given to anyone into whose hands the cheque may come to raise 
the amount with intent to defraud, and the amount is, neverthe- 
less, fraudulently increased and the cheque paid, the banker cannot 
charge the customer with anything more than the original amount 
of the cheque. But where the customer, innocently but negligently, 
fails to take reasonable and proper precautions when drawing a 
cheque, and thus puts it into the power of any dishonest person to 
increase the amount by forgery, or where the customer signs a blank 
cheque, and the person who has authority to fill in the body of 
the cheque does so with a like carelessness, the position is different 

In London Joint Stock Bank, Ltd. v. Macmillan Jh Arthur, 1918, 
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the principle enunciated in the old case of Young v. Qrote, 1827, 
was expressly approved by the House of Lords. In the course of 
his judgment, the Lord Clianccllor said that “ The relation between 
banlu'r and customer is that of debtor and creditor, with a super- 
add(‘d obligation on the part of the banker to honour the customer’s 
cheques if the account is in credit. A cheque drawn by a customer 
is in point of law a mandate to the banker to pay the amount 
according to the tenor of the cheque. It is beyond dispute that the 
customer is })ound to exercise reasonable care in drawing the cheque 
to prevent the banker from being misled. If he draws the cheque 
in a manner which facilitates fraud he is guilty of a breach of duty 
as between himself and the banker, and he will be responsible to the 
banker for any loss suffered by tlie banker as a natural and direct con- 
sequence of this breach of duty.” {Times Law Reports, July 5, 1918.) 

The facts of Young v. Orote were briefly these : Young gave 
his wife live cheques signed in blank to be used by her for his 
busiiK'ss as and when necessary. One cheque for wages was given 
by Mrs. Young to a clerk to be filled up for £50 2s. 3d. The latter 
filled up the cheque for this amount, and showed it to Mrs. Young, 
but it was filled uj) in such a manner that he was able afterwards 
to raise the words and figures to £350 2s. 3d. The alterations were 
so made that they could not have been detected by any ordinary 
diligence. In the JMacmillan case the cheque was fraudulently 
raised from £2 to £120. It was signed with the space for the 
amount in words left blank, and with a convenient space each side 
of the figure 2. The Lord Chancellor stated that “ it was well 
settled law that if a customer signed a cheque in blank, and left it 
to a clerk or other person to fill it up, he was bound by the instru- 
ment as filled up by his agent.” 

96. Other Fraudulent Alterations, — Any material alteration un- 
authorised by the drawer renders a cheque void. The following 
alterations made vuthout the drawer’s consent would be material : 
“ any alteration of the date, the sum payable, the time of pay- 
ment, the place of payment” (Bills of Exchange Act, 1882, s. 64 
(2) ). So also the alteration of “ Order ” to “ Bearer ” (but not 
the mere striking out of the word “ Bearer ”), and any alteration 
in or obliteration of the crossing. Where the alteration, however, 
is for the jnirpose of correcting an obvious mistake, such an altera- 
tion may not avoid the instrument, but the onus lies on the person 
making the alteration to prove that it was made under such cir- 
cumstances as not to avoid the instrument. 
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97- Definition. — The legal definition of a crossed clicque as given 
in the Bills of Exchange Act, 1882, is as follows : — 

Section 7G (1) “ Where a cheque bears across its face an addition 
of — 

(а) “ The words ‘ and company ’ or any abbreviation tliereof 
between two parallel transverse lines, either with or without the 
words ‘ not negotiable ’ ; or, 

(б) “ Two parallel transverse lines simply, either with or with- 
out the words ‘ not negotiable,^ that addition constitutes a crossing, 
and the cheque is crossed generally. 

(2) “ Where a cheque bears across its face an addition of the 
name of a banker, either with or without the words ‘ not negoti- 
able,’ tliat addition constitutes a crossing, and tlic cheque is crossed 
specially and to that banker.” 

There arc two kinds of crossing, general and special. The name 
of a banker, without any lines at all, is sufficient to constitute a 
special crossing. Two transverse lines are the essential part of a 
general crossing, so that one line, or the phrases “ not negotiable,” 
account payee ” or “ under . . . pounds ” without any lines, do 
not constitute a crossing. A crossing must be on the face of a cheque 
and should be across tlie middle, though it is found in a variety of 
positions. A perforated crossing is apparently in order. 

The object of crossing a cheque is to jjrcvent the j^ayee or holder 
obtaining cash for it over the counter. The fact that a crossed 
cheque has to be paid into a banking account for presentation for 
payment by a banker renders it more difficult for a tiiicf to encash 
a stolen cheque. Crossing is therefore a great source of protection 
to the drawer and the legitimate holder. When a cheque is crossed 
specially to a banker, then it must be presented by that banker. 
The words “ and Co.,” so often associated with a crossing, arose 
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from the practice in the early days of cheques, of writing these 
words as part of the title of a firm of bankers, leaving it to the 
payee to insert the remainder of the name. The custom originated 
in the time when robbery of the mails was not infrequent, and 
was intended to prevent cheques being presented by the thieves 
for encashment over the counter. 


Forms of Crossing. 
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TIk^ first nve}U’(i giuioral crossings, 
the secroud five special crossings. 
Various (expressions such as “ Under 
£10 pounds,” ” A/c Payee,” ” A/c 
Joliii Sinitli,” arc often added to 
any of tluesc crossings, but tlney 
ha.ve no statutory sanction. The 
words “not luegotiatilo ” are eitlu'r 
j)lae(‘d within or without the crossing 
as in Nos. 4 and 5. If written out- 
side the lines the words must appear 
in j)roximity to the parallel lines. 


OS. Persons Authorised to Cross. Section 77 defines the powers 
of tJie dra\v(‘r and Jiold(‘r as follows : — - 

(1) “A cheque may be crossed generally or specially by the 
drawer. 

(2) “ Where a cliequc is uncrossed, the holder may cross it 
generally or specially. 

(3) “ Where a cheque is crossed generally, the holder may cross 
it specially. 

(4) Where a clietpie is crossed generally or specially, the holder 
may add the words ‘ not negotiable.’ 

(o) ‘‘ W here a clieque is crossed specially, the banker to whom 
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it is crossed may again cross it specially to another banker for 
collection. 

(6) “ Where an uncrossed cheque^ or a cheque crossed generally, 
is sent to a banker for collection, he may cross it specially to 
himself.” 

99. Crossing a Material Part of Cheaue.— Section 78 runs— 

“ A crossing authorised by this Act is a material part of the 
cheque ; it shall not be lawful for any person to obliterate or, 
except as authorised by this Act, to add to or alter the crossing.” 

Where the crossing has been materially altered — as, for instance, 
the words “ not negotiable ” ruled through and not confirmed by 
the drawer — the banker on whom tlie cheque is drawn should refuse 
payment pending confirmation. 

100. Duties of Paying Banker as to Crossed Cheques.— Section 79 
sets forth the duties of the paying banker — 

(1) “Where a cheque is crossed specially to more than one 
banker, except when crossed to an agent for collection being a 
banker, the banker on whom it is drawn shall refuse payment 
thereof.” 

Where there is a double crossing the banker, before paying the 
cheque, should make certain that the first banker is the agent of 
the second. A cheque crossed by two branches of the same bank 
is not crossed to two bankers. 

(2) “ Where the banker on whom a cheque is drawn which is 
so crossed nevertheless pays the same, or pays a cheque crossed 
generally otherwise than to a banker, or if crossed specially other- 
wise than to the banker to whom it is crossed, or his agent for 
collection being a banker, he is liable to the true owner of the 
cheque for any loss he may sustain owing to the cheque having 
been so paid.” 

A banker is not justified in paying a cheque in a manner incon- 
sistent with the directions contained in the crossing. If he does 
so, and any loss ensue, he cannot debit the drawer’s account 
with the cheque, because of his negligence. The liability of the 
banker to a third .party, t.e. the true owner, is an exception to 
the general rule that the banker is accountable only to his customer. 

Since a banker must not pay a cheque contrary to the crossing, 
it follows that, if the crossing is such that the banker is left in doubt 
what to do, he should return the cheque. If the cheque is crossed 
to two bankers, one of which is not the agent of the other, it is 
the practice to pay the cheque provided that the banker who 
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receives the proceeds will give an indemnity to the paying banker. 
The appropriate answer on such a cheque is “ Crossed tc two 
Bankers.’* 

The crossing of a cheque is not nullified by its being returned 
unpaid, and, if re presented, it should bo paid to the banker to 
whom it is crossed. Where a cheque is received through the Clear- 
ing crossed by the collecting banker to his London agents, and is 
n^turned by the paying banker unpaid, the paying banker is justi- 
fied in i)ayi»g the cheque on re-presentation direct to the collecting 
banker, without the mediation of the London agents. A crossed 
cheque drawn by one customer in favour of another customer should 
be passed through the payee’s account. The banker is not legally 
justified in paying the money over the counter to his payee- 
customer. If he gives cash for a crossed cheque drawn on himself 
to a payee well known to him, he does so at his own risk ; and if 
the payee had received the cheque as agent or as trustee and mis- 
appropriated the money, the banker, having paid contrary to the 
crossing, could not debit the drawer’s account. 

1’he remainder of the foregoing subsection runs : “ Provided 

that where a cheque is presented for payment which does not at 
the time of presentment appear to be crossed, or to have had a 
crossing which lias been obliterated, or to have been added to or 
alt(‘n^d otherwise than as authorised by this Act, the banker paying 
the cheque in good faith and without negligence shall not be 
responsible or incur any liability, nor shall the payment be ques- 
tioned by reason of the cheque having been crossed, or of the 
crossing having lieen obliterated or having been added to or altered 
otherwise than as authorised by this Act, and of payment having 
been made otherwise than to a banker or to the banker to whom 
the cheque is or was crossed, or to his agent for collection being a 
banker, as the case may be.” 

101. Protection Afforded to Paying Banker. — Section 80 provides 
that ” Where the banker, on whom a crossed cheque is drawn, in 
good faith and without negligcmce pays it, if crossed generally, to 
a banker, and if crossed specially, to the banker to whom it is 
crossed, or his agent for collection being a banker, the banker paying 
the cheque, and, if the cheque has come into the hands of the 
])ayee, the drawer, shall respectively be entitled to the same rights 
and be placed in the same position as if payment of the cheque had 
be('n made to the true owner thereof.” 

The banker, in order to gain the protection of this section, must 
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pay the cheque in good faith and without negligence. But the 
word “ pay ’’ here does not include payment over the counter 
(exce[)t to another banker), so that, if a crossed cheque drawn on 
the banker is paid in by a customer, the banker must place it to 
the customer’s account, and not cash or exchange it. This section 
refers only to cheques proper, but s. 17, Revenue Act, 1883, ex- 
pressly extends the protection of the crossed cheques sections 76- 82 
to crossed documents analogous to, but not, strictly speaking, 
cheques at all. 

S. 80 is the section to which the paying banker looks for his 
statutory protection, when paying crossed cheques to other banks, 
or other branches, or to the credit of other customers’ accounts, in 
cases where the indorsements are forged, or where the proceeds of 
the cheques are paid to persons with a defective or no title. S. 60 
protects the paying banker who pa^^s open (i.e. uncrossed) cheque's 
in similar circumstances over the counter, or to other bankers or 
branches. S. 79 protects the paying banker in regard to obliterated 
crossings or unauthorised alterations to crossing, subject in each case 
to the conditions laid down in the section. 

It will be noticed that the drawer is protected by s. 80 in certain 
circumstances. This is dealt with on p. 43. 

102. Protection Afforded to Collecting Banker.— -This subject is 
tr(iat('d on p. 103, wIku'c s. 82 is quot(*d. 

103. “Not Negotiable ” Crossing. — Section 81 runs: “Where a 
person takes a cross(?d cheque which bears on it the words ‘ not 
negotiable,’ he shall not have and shall not be ca[)able of giving a 
better title to the cheque than that which the jDcrson from whom 
he took it had.” 

The transferability of a cheque is in no way restricted by the 
“ Not Negotiable ” crossing. The distinctive feature of negoti- 
ability is that a hold('r in good faith and for value takes the 
document free from any defect in the title of his transferor, and is 
therefore enabled to sue on the instrument in his own name. Now 
a party who takes a cheque bearing a “ Not Negotiable ” crossing, 
notwithstanding that he became the holder in an absolutely honest 
manner, has not and cannot give a better title than his transferor 
had. He tlius becomes the liolder of a cheque bearing a crossing 
which, while not destroying the quality of transferability possessed 
by the document, yet affects its negotiability. Such cheques may 
circulate quite freely, and provided that the title docs not, while 
the cheque is passing from hand to hand, become defective, each 
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successive transferee acquires a good title. When, for example, a 
bearer cheque crossed “ Not Negotiable ” is stolen, and the thief 
induces a person to cash it, the person cashing it has no title to the 
cheque, and is liable to refund the money to the true owner, and 
this liability exists for the statutory period of six years. Since he 
has no title to the cheque he cannot sue the drawer if the cheque 
has been stopped. 

The effect of crossing a cheque “not negotiable ” must be care- 
fully distinguished from the effect of making the cheque not trans- 
ferable. Every cheque is transferable unless it contains “ words 
])r()hibitiiig transfer or indicating an intention that it shall not be 
transferable ’’ (sec Bills of Exchange Act, 1882, s. 8 (4) ). If the 
drawer wishes to make the cheque a non -transferable one, he should 
indicate tlie fact by the Avay he draws the cheque, as, e.g., “ Pay 
A. Jh only,” while tlie words “ order ” or “ bearer ” should be 
struck out and the alteration initialled by the drawer, and, further, 
tlie words “ Not Transferable ” or their equivalent, should be 
[)lainly written horizontally on the face of the cheque. 

Both the pa3^ing and the collecting banker retain the protection 
of the respective sections (ss. 80 and 82) when paying or collecting 
not negotiable ” cheques for their customers. The collecting 
banker does not lose his jirotcction, unless guilty of negligence, 
even if he collects a “not negotiable cheque” for a customer who 
is not the payc^e. But if a banker cashes or exchanges a “ not 
negotiable ” cheque drawn on another banker, he loses the pro- 
tection of s. 82, and will be liable to the true owner in the event 
of any |)revious holder having a defective or no title, on the ground 
that being a holder for value he (the banker) must stand or fall 
by the title of his transferor. 

The words “ not negotiable ” have no significance apart from 
the recognised crossings, and if the words appear on the cheque 
without the parallel transverse lines, or without the name of the 
banker written across the cheque, the words “ not negotiable ” 
alone do not make the document a crossed cheque, and the banker, 
therefore, who pays or collects such a cheque is outside the pro- 
tection of the crossed cheques section. It would appear that a 
banker coidd treat such a document as an open cheque and pay 
it over the counter, but the better course would be to return it on 
the ground that it is an embarrassing document. The words “ not 
negotiable ” need not be between the parallel lines — they may be 
written either above or bcilow the lines--but, to be effective, the 
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words must be so placed as to show that they are connected with 
the statutory crossing. 

104. Documents other than Cheques which can be Effectively Crossed. 

— S. 95 enacts that “ The provisions of this Act as to crossed 
cheques shall apply to a warrant for payment of diddend.’' (See 
p. 198.) Bankers’ drafts may also be crossed. (See p. 182.) 

S. 17 of the Revenue Act, 1883, provides that “ Sect i (ms 
76 to 82, both inclusive, of the Bills of Exchange Act, 1882, and 
s. 25 of the Forgery Act, 1861, shall extend to any document 
issued by a customer of any banker, and intended to enable any 
person or body corporate to obtain payment from such banker of 
the sum mentioned in such document, and shall so extend in like 
manner as if the said document were a cheque : Provided that 
nothing in this Act shall be deemed to render any such document 
a negotiable instrument.” 

The documents referred to in this section, though not cheques, 
are somewhat similar in form, as, c.gr., an order from a customer to 
his banker authorising payment of a sum of money provided that 
the payee signs a form of receipt at the foot of the instrument. 
Documents issued by local authorities, drawn on their treasurers 
(unless the treasurer is a banker, see p. 237); are not within the 
section, because they are not issued by “ a customer of any banker 
and intended to enable the payee to obtain payment from such 
banker,” To come within this section, the document must be drawn 
on a banker. 

The Act specially provides that it does not render any docu- 
ment crossed by virtue of this section a negotiable instrument, and 
it would appear that these documents are not even legally transfer- 
able. Accordingly, if a banker pays one of these documents which 
bears evidence of having been transferred, e.gr., an indorsement other 
than that of the payee, the banker might lose the protection of 
s. 80 on the ground of negligence, although paying in accordance 
with the crossing. 

As mentioned above, these documents are probably not trans- 
ferable, and in order to obtain protection the collecting banker 
should collect them for the named payees only. Further, Sir John 
Paget considers that the Bills of Exchange (Crossed Cheques) Act, 
1906, does not apply to the documents covered by this section and, 
therefore, if the collecting banker credits them at once as cash he 
loses any possible protection he may have under s. 82. (See also 
Conditional Orders to pay.) 


8 
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105. “ Account Payee/’ — These words and variants such as 
“ Payee’s a/c,” “ Account A. B.” etc., are often added to the 
crossing of a cheque. Such expressions have no statutory sig- 
nificance, since they are not sanctioned by the Bills of Exchange 
Act, 1882 ; and if added, as they frequently are in practice, to 
order or bearer cheques, they do not in any way affect their 
negotiability. 

With regard to the paying banker it is obvious that, after ful- 
filling his duty of paying the cheque in good faith and without 
negligence, his responsibility ceases, and he cannot be expected to 
follow the money after it has reached the collecting banker, and 
insist upon the collecting banker paying it into the proper account. 
But the collecting banker is in a different position. These words 
are in the nature of a direction to him, and, if he places the money 
received to an account other than that of the specified payee, he 
stands to lose the protection of s. 82 on the ground of negligence. 
Hence the collecting banker should not collect cheques so marked 
except for the named payees. 

Another variant is “A/c Payee only,” sometimes strengthened 
by “Not Transferable.” Both these forms are objectionable. If 
unaccompanied by transverse lines, and presented over the counter, 
the paying banker would be justified in refusing payment, with the 
answer, “ Form of cheque irregular,” or something similar. If 
the additions were on a crossed cheque payable to order, which bore 
evidence of having been credited to another account, the banker 
would be entitled to return it marked, “ Crossing irregular : requires 
drawer’s authority.” 

106. Opening Crossed Cheques. — It has become a practice, mainly 
amongst those customers whose cheque books bear a printed 
crossing, to cancel the crossing by writing “ Please pay Cash ” 
within the printed lines, and adding their signature or initials. In 
other cases, the drawer cancels a written crossing at the request 
of a payee who has no banking account. The cheque then becomes 
an open one, payable over the counter. The alteration is a material 
one and should be confirmed by the initials or, preferably, by the 
full signature of the drawer. It should not be forgotten, however 
that, since the cheque bears a genuine signature, it is a comparatively 
easy matter for a thief to forge initials or signature in confirmation 
of the alteration. There is need for special caution owing to the 
possibility of persons stealing cheques and forging the drawer’s 
initials or signature to a cancellation of the crossing so as to obtain 
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cash for them over the counter, without the risk of passing them 
through a banking account. 

Where the drawer himself opens the cheque and the payee himself 
presents it for payment, the banker is safe. But if the drawer’s 
opening and signature or initials are forged, and the forger succeeds 
in cashing the cheque, the banker nndonbtedly would be unable to 
debit his customer, and would also be liable to the true o\vner. The 
practice has no legal authority behind it, and it is doubtful wlw^ther 
it ought to be permitted at all. 

In view of the numerous forgeries which had taken place the 
London Clearing Bankers in November, 1912, passed the following, 
resolution : “ That no opening of cheques be recognised unless the 
full signature be appended to the alteration and then only when 
presented for payment by the drawer or by his known agent.” 



Chapter VII 


COLLECTION OF CHEQUES 

107. Collecting Banker. — One of the principal functions of a banker 
is to receive instruments from his customer, in order to collect the 
proceeds and credit them to his customer’s account. When acting 
in this capacity he is called a “collecting banker.” 

108. Duties of Collecting Banker . — “ As his customer’s agent in 

the matter, the banker is bound to use reasonable skill, care, and 
diligence in presenting and securing payment of the drafts entrusted 
to him for collection and placing the proceeds to his customer’s 
account, or in taking such other steps as may be proper to secure 
the customer’s interests ” (Hart’s Imw of Banking^ 4th edition, 
p. If th(^ customer suffers any loss through the negligence 

of tli(‘ hafiker in any of these matters, the banker will be liable to 
the custonuT to the extent of the loss. 

109. Examination of Indorsements . — ^The collecting banker is bound 
to examine the indorsements on all instruments to see that they 
purport to be in order, and, (ixcept where the instrument is a 
crossed cheque, he is liable if the indorsements are forged. Failure 
to notice that the indorsement on a crossed cheque sent to him for 
collection was not a correct indorsement has been held to be negli- 
gence surticient to dtqDrive him of his statutory protection. 

If the indorsement is a j)er jiro. indorsement, or an indorsement 
])ut on by delegated authority, the collecting banker may be put on 
inquiry as to the agent’s power to sign, and collection of a cheque 
so indorsed without authority may involve the banker in liability 
for any loss that may ensue. Accordingly, where indorsements 
by agents are employed, the collecting banker should obtain a 
])roper written authority, even where the instruments so indorsed 
are credited to the payees’ accounts. Not only is the examination 
of indorsements and other signatures and particulars on instruments 
iKHessaiy for the eollc'cting banker’s own protection, but the practice 
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is desirable in the interests of banking business generally. For the 
discovery of irregularities before presentation minimises any risk of 
loss that may be occasioned through delay in payment, a loss for 
which the collecting banker might be held responsible if he had 
omitted to notice the irregularity in the first instance. 

110. Collection of Drafts on Other Bankers . — The collecting banker 
must present with all diligence cheques sent to him for collection. 
Legally, he has until the day following receipt to present cheques 
payable at another banker in the same town, and where the cheque 
is drawn on another town, he need not send it off until the day 
following receipt, and if presentment is made through an agent, 
that agent can legally hold the cheque until the day following 
receipt by him. But it is the practice of bankers to forward on 
the day of receipt cheques required to be sent by post, and also to 
present cheques through the local clearing on the day of receipt if 
received in time, and, if not, on the day after receipt. Cheques on 
other towns are usually presented through the London Clearing 
House. Cheques payable alternatively, either at a country branch 
or in London, should be treated as London cheques unless time is 
saved by presenting them at the country branch. 

When, for any reason, knowledge of the fate of a cheque is 
urgently required, it is sent direct to the drawee-bank with the 
request to advise fate by return of post or to wire fate. If a tele- 
gram is asked for, the cost of it should be enclosed with the cheque. 
As already stated, cheques received by post in this way may legally 
be held until the day after receipt, but, as a matter of courtesy, it 
is usual for the receiving banker to advise the presenting banker 
if he is holding the cheque over. Cheques presented through the 
Clearing House to banks in the Metropolitan and Country Clearing 
areas and dishonoured must be returned the same day direct to 
the bankers whose names and addresses are across them, and not to 
their London agents. 

111. Collection of Drafts on Himself . — When the draAver of a cheque 
and the person paying it in are both customers of the same banker, 
the banker is considered to be the collecting agent of the customer 
who pays in the cheque. He is, therefore, entitled to receive it 
without comment, although he may know that the drawer has 
not funds sufficient to meet it, and he may legally hold the cheque 
until next day before returning it unpaid to the customer who has 
paid it in. If the banker acknowledges the receipt of such a cheque 
the acknowledgment cannot be taken by the customer to mean 
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that the cheque has been paid. But the usuaJ practice of bankers 
is to return unpaid cheques drawn on themselves on the day of 
receipt, or to send an advice that they are being held over. Crossed 
cheques drawn by one customer, and paid in by another customer, 
are within the scope of s. 82, and the banker, therefore, does not lose 
his statutory protection when dealing with such cheques. 

In the matter of presentation or of giving notice of dishonour 
the branches of a bank are entitled to the same time as if they were 
separate banks. 

112. Notice of Dishonour. — ^This matter is treated on p. 138. 
The banker is entitled, on the ground of banking custom, to debit 
a dishonoured cheque to his customer’s account, despite the fact 
that he may have allowed the customer to draw against the cheque 
before clearance, and even although the cheque may not bear the 
customer’s indorsement. The position is different as regards a 
bill discountetl by the banker for his customer. Unless the 
customer has indorsed the bill, he is not liable should it be dis- 
honoured on maturity. It is imperative, therefore, that all bills 
tendered for discount should bear the customer’s indorsement. 
If a bill or cheque is dishonoured on presentation, but, before the 
presenting banker has had time to return it to his customer, the 
instrument is reclaimed and paid, the banker should, nevertheless, 
inform his customer of what has happened. It is to the customer’s 
interest that he should know that the drawer or acceptor is not 
perhaps so strong financially as he was supposed to be. 

113. Delect in Customer’s Title. — So long as the person for 
whom the instruments i\re collected is entitled at law to their contents, 
no (lifticulty arises. When, however, such person has a defective 
or no title to the instrument, there arises the question as to which 
party is to bear the responsibility for any loss suffered by the rightful 
or true owner by reason of other persons having dealt with the 
instrument. Unless the banker has statutory protection, as with 
crossed cheques, or unless he is a holder in due course, his right to 
retain the proceeds of instruments paid in by his customer depends 
on the customer’s title. If the customer’s title is defective, the 
banker (except as above) is liable to the true owner of the instru- 
ment for conversion, or for money had and received to his use. 
Conversion is the “ wrongful intermeddling with the goods of another 
for the purpose of taking them away from the party entitled to 
them ” (Hart’s Law of Banking, 4th edition, p. 609). It must be 
“ an unauthorised act which deprives another of his property per- 
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manently or tor an indefinite time/* A person who is innocently 
in possession of the goods, and has acted throughout without negli- 
gence, may yet be liable to an action for conversion, even if he did 
not benefit by the transaction. 

The banker's liability exists for the statutory period of six years, 
and the true owner can claim as damages the value of the goods at 
the moment of conversion. In the case of a negotiable instrument 
this would be the sum stated on the face of the instrument. But 
though the banker may be sued for conversion, yet, being his cus- 
tomer’s agent, he can claim to be indemnified by his customer, and is 
entitled to debit him with the amount he has had to pay the true owner. 

It may be stated here that a collecting banker is a “ holder ” 
of bills and cheques paid in for collection within the meaning of the 
Bill of Exchange Act, 1882, even when acting strictly as a mere 
agent for collection, t.c. when he does not pay over the proceeds of 
cheques sent in for collection until he has received them from the 
paying banker. But for the purposes of this chapter, it is necessary 
to distinguish between the position of a collecting banker when a 
mere agent for collection and when he is collecting the proceeds of 
cheques for which he has already given cash, or against which he 
has permitted his customer to draw before they are cleared. The 
necessity for this distinction arises in connection with the banker’s 
position when he has handled a cheque to which his customer has 
a defective or no title. When, therefore, in the following sections 
the banker is referred to as a “ holder for value ” or a “ holder in 
due course,” we refer to a banker who is collecting the proceeds of 
cheques for which he himself has given value. 

114. Collecting Banker’s Statutory Protection.— Section 82 of 
of the Bills of Exchange Act, 1882, provides that “ Where a banker 
in good faith and without negligence receives payment for a cus- 
tomer of a cheque crossed generally or specially to himself, and the 
customer has no title or a defective title thereto, the banker shall 
not incur any liability to the true owner of the cheque by reason 
only of having received such payment.” 

This section is amplified by the Bills of Exchange (Crossed 
Cheques) Act, 1906, which enacts that a banker receives payment 
of a crossed cheque for a customer within the meaning of the above 
section, notwithstanding that he credits his customer’s account with 
the amount of the cheque before receiving payment thereof. This 
Act undoubtedly protects the collecting banker against the true 
owner of the cheque, when, in the ordinary course of business, he 
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credits crossed cheques as cash to his customer’s account. And it 
seems logical to assume that the words “ credits his customer s 
account ” mean an effective cre*dit, i.e, one entered in the pass book 
and communicated to the customer (see Oilhart Lectures, 1925). If, 
however, there is an agreement, express or implied, between banker 
and customer, that the latter may draw against such cheques before 
clearance, then a different position is created, and the banker 
apparently becomes a holder for value (see next Section). 

A “ not ru'gotiable ” crossing is a general crossing, so that a 
collecting banker who is within the terms of s. 82 is protected when 
dealing with such cheques. 

By virtue of s. 77 (5) and (6) of the Act of 1882, a banker is 
entit!(‘d to cross cheques sent uncrossed to him for collection, but 
if he does cross them he does not gain the protection of s. 82 which 
is only applicable to cheques which are crossed before they reach the 
banker s hands. If, therefore, a banker credits or pays the proceeds 
of an uncrossed cheque made payable to bearer or order, which he 
colh'cts as ag(‘nt for a customer or a stranger, he is liable to the true 
owner if tlie person who receives the money has no title to it. To 
saf (‘guard tlu'inselves, some bankers print a notice on their paying-in 
slip books recpK'sting custonu'rs to cross all cheques b(?forc paying in. 

The banker’s protection is dependent upon receiving payment 
in go(Kl faith and without negligence.” He would be guilty of 
iK'gligc'iico if he did not notice that an indorsement on an order 
cluMpie (lid not ])urport to be in order. He would also lose protection 
under this section if he |X‘rmitted agents or employees to pay in to 
tile cr(‘dit of th(‘ir ])rivato accounts cheques made payable to their 
])rincipals, and, again, if he collected a cheque marked “account 
jKivee ” for a customer other than the named payee. 

Whilst a cheque bearing a per pro. indorsement does not, of itself, 
put the collecting banker on inquiry as to the authority of the person 
indorsing, and failure to make inquiries does not necessarily make the 
banker guilty of negligcmce, the circumstances may be such that the 
banker’s omission to make inquiries will be evidence sufficient to 
deprive him of the protcHJtion of s. 82. The danger of allowing agents 
to put to their own private accounts cheques indorsed by them on 
behalf of their principals has been emphasised in a number of cases. 
Similarly, difficult positions arise when directors or other agents pay 
into their own accounts cheques drawn by them on behalf of their 
principals. This applies with particular emphasis to the so-called 
“ one-man ” companies, where the control is, for practical purposes, 
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vested entirely in one individual, though the company has a legal 
entity quite apart from himself. 

To obtain protection, another condition must also be fulfilled, 
viz. that the collecting banker receives payment for a customer. 
The Act does not define the term “customer,” but it would seem 
that any person keeping an account — current or deposit — is entitled 
to the description. It would appear from the judicial decisions 
that if a banker renders to a person services incidental to, but not 
peculiar to, the business of banking, he does not thereby constitute 
that person a customer. 

A banker should not collect crossed cheques for a stranger, for 
if he does so, he has no right to the protection of s. 82, and will be 
liable to the true owner should it turn out that the stranger had no 
title. It is not sufficient to credit a “ Sundry Persons ” account 
and pay over the proceeds when received. A banker collecting for 
a customer a cheque drawn by another customer comes within the 
section : so also does banker A, employed by banker B to collect 
crossed cheques — banker A in this kind of transaction being the 
agent of his principal, banker B. The protection afforded by this section 
applies only to cheques as defined by the Act. (But see “ Documents 
other than Cheques which can be Effectively Crossed,” p. 97.) 

To summarise for the sake of emphasis — the banker’s statutory 
protection applies only to crossed cheques, received from a customer, 
in good faith and without negligence, and collected as a mere agent, 
save that the crediting as cash before clearance does not, of itself, 
deprive the banker of his character as a mere collector. If he does 
not fulfil all these conditions, or if the document is a bill or an un- 
crossed cheque, then in the event of there being a defect in the title 
of the person for whom the banker has collected the proceeds as 
a mere agent, then he is liable to the true owner. 

It should be noted that if a customer is a holder in due course 
of an open cheque and there is a defect in the title of a previous holder, 
the collecting banker is protected under s. 29 (3), Bills of Exchange 
Act, 1882. (See Appendix, p. 264.) 

115. Collecting Banker who has given Value before Clearance.— 
A banker, (1) when he gives cash in exchange for a cheque drawn 
on another branch or banker, (2) when he credits his customer 
with the amount of the cheque as soon as it is paid in and allows 
him to draw at once against the amount, and (3) when the cheque 
is expressly paid in to reduce an overdraft, is not a mere agent for 
collection but a holder who has given value for the instrument, the 
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proceeds of which he is collecting for himself. A banker in this 
position would generally be a “ holder in due course ’’ and entitled 
to all the rights of that position. (See also note on p. 125.) 

A holder in due course is a holder who has taken a cheque or 
bill, complete and regular on the face of it, under the following con- 
ditions ; namely, (a) that he became the holder of it before it was 
overdue, and without notice that it had previously been dishonoured, 
if such was tlie fact : (b) that he took the cheque or bill in good faith 
and for value^ and that at the time it was negotiated to him he had 
no notice of any defect in the title of the person who negotiated it. 

A holder in due course has certain valuable privileges. He can 
sue on the cheque or bill in his own name, and can enforce payment 
against all parties liable on the instrument. Moreover, he holds it 
free from any defect of title of the prior parties. In regard to the 
latter, it must be remembered that where the instrument is a cheque 
crossed “ not negotiable,” no person can have or give a better title 
than that which the person from whom he took it had. For example, 
suppose A draws a cheque “not negotiable” in favour of B, B 
indorses the cheque and C steals it. The banker or person who 
cashes the cheque cannot obtain any title to the cheque because C 
had none. If, however, the cheque had been an open or an ordinary 
crossed cheque, the banker or other person cashing it would have 
had a good title as a holder in due course. 

A person who takes an overdue bill or cheque cannot be a holder 
in duo course, and his title is subject to any defect of title affecting 
the instrument at its maturity. The fact that a tenor bill is out- 
standing after its due date, or a demand bill or a cheque after a 
rc'asoiiable hmgth of time is a notice or warning to the transferee that 
everything may not be in order. He is therefore a holder with notice. 

A banker cannot claim to be in the position of a holder for value 
and therefore become entitled to whatever advantages may, for the 
time being, attach to him in that capacity, unless he deals wdth the 
instrument in a way which implies something different from merely 
collecting the proceeds for his customer. He cannot, e.g., claim to be 
a holder for value of a cheque merely because he has credited it to the 
account before clearance, unless there is also an agreement, express 
or implied, that the customer may draw against such cheques before 
clearance (Underwood v. Barclays Bank, Ltd,, 1924). 

A banker may, however, sometimes be in the position of having 
a lien on the cheque or bill, in which case by virtue of s. 27 (3) of 
the Bills of Exchange Act, 1882, he is deemed to be a holder for 
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value to the extent of his lien. “ Lien ” is explained on p. 243. 

It should be noted that where the instrument bears a forged or 
unauthorised indorsement, no rights can be obtained through or 
under such indorsement, and no party can become a “ holder.” In 
such a case, therefore, a banker, who has given value tor the instru- 
ment is liable to the true owner, and has no right to recouiso against 
any parties, except parties who indorsed the instrument after the 
forgery was committed. 

116. Cashing or Exchanging CheQues. — A banker, if he cares to 
do so, is quite justified in cashing or exchanging cheques drawn on 
another banker, but, in any transaction of the kind, he is quite 
outside the protection of s. 82. His chief danger lies in his liability 
to the true owner, who is entitled to sue him should the indorse- 
ment prove to be forged or unauthorised, in which cases the banker 
cannot get a good title. And, if the cheque is a “ not negotiable ” 
crossed cheque, a defect in the title of any previous holder would 
render the banker liable to the true owner. Provided there is no 
question of a forged or unauthorised indorsement or of the cheque 
being overdue, or of a “ not negotiable ” crossing, the position of 
a banker who has taken the instrument in good faith is that of a 
holder in due course. To sum up, unless a cheque is a “ not nego- 
tiable ” crossed cheque, it makes no difference to the banker’s risk 
whether the cheque is crossed or uncrossed. If the cheque is a 
bearer one, the risk is less, since no question of a forged or 
unauthorised indorsement can arise. 

It is immaterial whether the cashing is done for a customer or a 
stranger. In either case, the banker is outside the protection of 
8. 82, and must fall back on his rights as a holder in due course. 
If the cashed or exchanged cheque bears the indorsement of the 
person who received the money, or if the banker holds the receiver’s 
written request for its encashment, then the banker has recourse 
against him ; otherwise, the receiver would probably not be liable 
on the instrument except in the case of a forgery. But the banker’s 
rights against the receiver of the money do not affect his liability 
to the true owner. Moreover, there is the further risk that the 
cheque may be dishonoured for lack of funds, or the drawer may 
stop payment. In both cases, provided the indorsements are 
genuine, the banker could sue the drawer. He would, however, 
lose his right of suit against the drawer if the cheque was crossed 
“ not negotiable,” and he had cashed it for a person whose title was 
defective or non-existent. 



Chapter VIII 


BILLS OF EXCHANGE 


Noth. — T hroughout this and the next two chapters the references refer to 
the sections of tlie Bills of Exchange Act, 1882, which is given in full in the 
Appendix. 


117. Introductory. Owing to the great development of banking 
in this country, the cheque has become the most popular instrument 
of payment. The bill of exchange, however, still plays an important 
part in financing the internal trade of the country. For trade 
purposes the bill of exchange has several important advantages 
over the cheque. The wholesale trader or manufacturer wants to 
get ])ayment for his goods as soon as possible, in order that he may 
use the money to finance further transactions. On the other hand, 
the retailer, in many instances, does not want to pay for the goods 
until he has sold them. The bill of exchange possesses the qualities 
necessary to satisfy, in certain circumstances, both of these require- 
ments. The wliolesale trader draws a bill of exchange on his debtor, 
the retail trader, who “ accepts ” it, thereby engaging to pay it at 
a fixed future time. The bill is then returned to the wholesale 
trader, who has a document which he can discount with his banker, 
provided that both parties are of good financial standing. And the 
retailer has the term for wliich the bill is to run to sell his goods 
and thus provide himself with the requisite funds to meet his 
acceptance. 

Bills of exchange offer further advantages to the business com- 
munity. The creditor who takes a bill from his debtor has an 
instrument which (1) fixes definitely the date at which he is to 
receive j)ayment, (2) affords written evidence of his debt in a con- 
venient form, and (3) the creditor has an immediate right of recourse 
against the parties liable on the bill if it is dishonoured on its 
maturity. 

118. Definitions. — A bill of exchange is an unconditional order in 
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writing, addressed by one person to another, signed by the person 
giving it, requiring the person to whom it is addressed to pay on 
demand or at a fixed or determinable future time a sum certain in 
money to or to the order of a specified person, or to bearer (a). An 
instrument which does not comply with these conditions or which 
orders any act to be done in addition to the payment of money, is 
not a bill of exchange (6). 

For an illustration of a condition which prevents an instrument 
from being a bill of exchange, see p. 30. 


Specimen Forms. 


London, 

£10. \st January, 1930.^ ^ 

On demand pay Mr. John Brown or order the sum of Ten pounds fofr 
value received. 

Charles Smith .< 

To Mr. A. S. Robinson, 

3, East Street, Portlea. 


Stamp. 


I Stamp. I 

' _ ' Bristol, 

£50. \st May, 1930. 

On presentation pay Bearer the sum of Fifty pounds. 

John Jones. 

To A. C. Davis, Esq., 

Newport. 


Stamp, i 

' — Manchester, 

£20. 10^/i April, 1930. 

Pay Messrs. A. Dunn and C. Newton or order the sum of Twenty pounds 
value received. 

James Frederick. 

To Mr. G. Pearce, 

Midland Street, Liverpool. 


(a) Section 3 (1). 


lb) Section 3 (2). 
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Stamp. 

Londont 

£j()Q^ \8t April, 1930. 

One month after date pay to the order of The Southland Cycle Co., Ltd., 
the sum of One Hundred pounds for value received. 

John Taylor <fc Co. 

To Mr. John Stevens, 

Gravesend. 


Stamp. 

£50. 

On 3l3t Oocember, 1930, pay Mr. C. 


Hull, 

\bth June, 1930. 

Harco'irt or bearer Fifty pounds. 

Henry George. 


To Max ton and Co., Ltd., 
Leeds. 


I Stamp. 

' Dublin, 

£100. 1st August, 1930. 

One month after sight pay to me or my order One Hundred pounds 
for value n^ceivod. 

James Phillips. 

To John Pritchard, Esq., 

The Elms, Port Newton. 


The person giving the order in a bill is called the “ drawer,” 
who is said to “ draw ” the bill. The person to whom the order 
is addressed is called the “drawee,” and the person to whom, or to 
whose order, the money is to be paid, is called the “ payee.” Thus 
in the first example, Charles Smith is the drawer, A. S. Robinson 
is the drawee and John Brown the payee. The drawer, having 
written the order and signed it, sends the instrument to the drawee, 
who expn^sses his assent to the order by writing his name across it. 
By so doing the drawee is said to accept the bill, and thereupon 
becomes the “acceptor.” If the drawee refuses to accept the bill 
he is said to dishonour it by non-acceptance. The acceptor returns 
the accepted bill to the drawer, who sends it to the payee, who 
negotiates the bill or presents the bill on its maturity. In some 
cases, particularly when a bill is drawn abroad the bill may be sent 
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to the payee before acceptance. If the acceptor refuses to pay on 
presentment he is said to dishonour the bill by non-payment. If 
the payee himself wished to negotiate the bill to another person he 
would write his name on the back of it ; that is to say, he would 
“ indorse ’’ the bill. 

The first observation to be made about the legal definition of 
a bill of exchange is that the order to pay, issuing from the drawer 
and addressed to the drawee, must be unconditional. This docs 
not mean that the drawee may not make his acceptance conditional, 
or that there may not be conditional indorsements : such con- 
ditions do not invalidate the instrument or take away from it its 
negotiable character. It is only the order to pay that must be un- 
conditional. An order to pay out of a particular fund (such as “ Pay 
A. B. or order One Hundred pounds out of proceeds of 50 bales 
of Cotton shipped per s.s. City of Westminster *’) is not uncon- 
ditional ; but an unqualified order to pay, coupled with (1) an 
indication of a particular fund out of which the drawee is to reim- 
burse himself, or a particular account to be debited with the amount ; 
or (2) a statement of the transaction which gives rise to the bill is 
unconditional (c). For example, the following order to pay has 
been held to be a valid bill : “ Please pay to Messrs. X. or order 
£600 on account of moneys advanced by me for the S. and P. Co.’* 
(Bytes on Bills, 17th edition, p. 117). If the example of an invalid 
bill quoted above had been worded as follows : “ Pay A. B. or 
order One Hundred pounds against 50 bales of Cotton shipped per 
s.s. City of Westminster ” — it would have been a valid bill. 

The definition states that a bill of exchange must be in writing, 
but writing includes print and typewriting. The writing may 
apparently be done by a pencil. The written order must be 
addressed by one person, the drawer, to another person, the 
drawee, and it must be signed by the drawer, or by some one 
authorised to sign on his behalf. The order must require the person 
to whom it is addressed to pay the amount either on demand, or 
at a fixed time or determinable future time, to, or to the order of, 
a specified person or to bearer. The sum payable must be a sum 
certain. A bill need not specify the value given or the place where 
it was drawn or is payable (d). 

For a further illustration of s. 3 of the Bills of Exchange Act, 
the reader should refer to Chapter III, s. 34. 

I'he definition of a bill of exchange which has been explained 
(c) Section 3 (3V {d) Section 3 (4). 
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above is contained in s. 3, Bills of Exchange Act, 1882. S. 1 
contains the short title, i.e. “ Bills of Exchange Act, 1882,” while 
s. 2 contains some preliminary definitions showing the meaning of 
certain words and phrases used in the Act. These are given in 
the text of the Act in the Appendix on p. 257. Those definitions 
which call for explanation are repeated below. 

“ Acceptance means an acceptance completed by delivery or 
notification.” As we have seen above, the acceptor returns — or 
delivers — ^the bill to the drawer or the presenter, after having 
accepted it, but a notification by the acceptor of his acceptance 
to the party interested likewise renders the acceptance complete 
or irrevocable. “ Holder means the payee or indorsee of a bill or 
note who is in possession of it, or the bearer thereof.” He is the 
person in actual or constructive possession of the bill, and entitled 
at law to recover its contents from the parties to it. The term 
holder is given a very wide meaning in this definition. It includes, 
as the definition states, the payee, the indorsee, and the bearer of 
the bill. In regard to the payee, he is a party to the bill, so that 
his title is indefeasible, and so is that of an indorsee, though if he 
be merely an agent for collection, the bill having been indorsed to 
him for purposes of collection, he has to account to his principal. 
In the case of the bearer, who is defined in the Act as the person 
in possession of a bill or note payable to bearer, the holder may not 
necessarily be a lawful holder. For instance, the finder of a bill, 
duly indorsed so as to make it payable to bearer, is a “ holder,” 
but he has no title, though a bond fide transferee for value can get 
a good title. No i)erson can get a title through a forged or un- 
authorised signature and such person is not a '‘holder.” In the 
giMieral way, the expression " holder ” includes every person in 
lawful possession of the instrument. 

There are also the expressions “ holder for value ” and “ holder 
in due course.” From s. 27 (2) we learn that “ where value has at 
any time been given for a bill, the holder is deemed to be a holder 
for value as regards the acceptor and all parties to the bill who 
became parties prior to such time.” 

A ” holder in due course ” is a holder who has taken a bill, 
complete and regular on the face of it, (1) before it was overdue 
and without notice of previous dishonour, and (2) in good faith and 
for value, and without notice when the bill was negotiated to him 
of any defect in the title of the person who negotiated it (c).* 

(e) Section 29 (1). * See Note p. 125. 
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A “ transferor by delivery ** is the holder of a bill payable to 
bearer who negotiates it by delivery without indorsing it (/). 

A person who signs a bill without receiving value therefor, and 
for the purpose of lending his name to some other person, is called 
an “ accommodation party ” (g). 

A “ referee in case of need,” or “ case of need,” is a person whose 
name has been written on the bill by the drawer or an indorser and 
to whom the holder may resort in case of dishonour by non-accep- 
tance or non-payment (h). A person does not become a party to 
a bill by merely being named as a “ case of need.” And any person, 
who satisfies the conditions given in the next paragraph, may inter- 
vene without being mentioned on the bill as a “ case of need.” The 
practice is obviously more applicable to bills drawn abroad, as in 
such cases the drawers, and possibly the indorsers, are not in a 
position quickly to take up bills dishonoured by the drawees or 
acceptors and so save their (the drawers’ or indorsers’) good names, 
since men of good financial standing object to bills upon which they 
are liable lying unpaid. 

A person not already liable on the bill who, with the holder’s 
consent, accepts it after protest for the honour of any party liable 
thereon, or for the honour of the person for wliose account the bill 
is drawn, is called an “ acceptor for honour ” (i). A person who 
pays a bill after protest for the honour of any party liable thereon, 
or for the honour of the person for whose account the bill is drawn, 
is called a “ payer for honour ” (j), 

119. Inland and Foreign Bills. — An inland bill is one both drawn 
and payable witliin the British Islands, or drawn within the 
British Islands upon some person resident therein. Any other bill 
is a foreign bill. The British Islands include the United Kingdom 
of Great Britain and Northern Ireland,* the islands of Man, Guernsey, 
Jersey, Alderney and Sark, and the islands adjacent to them forming 
part of the dominions of His Majesty {k). (See Chap. XI for the 
definition for stamping purposes.) Unless the contrary appear on 
the face of a bill the holder may treat it as an inland bill (1), An 
uiland bill is generally a sola bill, that is to say, it appears on one 
piece of paper only. Foreign bills are generally drawn in “ sets ” 
of two or three. This type of bill is explained later. 

(jf) Section 53 (1). {g) Section 28 (1). {h) Section 15. 

(i) Section 65 (1). (j) Section 08 (1). (k) Section 4 (1). 

(Z) Section 4 (2). 

♦ But exclusive of the Irish Free State (see p. 290). 

9 
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Tlic following examples illustrate the foregoing : (a) A bill 

drawn in London on a man resident in Paris and made payable in 
London, is duly accepted. It is an inland bill, because it is both 
drawn and payable in this country ; (6) a bill, drawn in London 
on a man resident in Bristol, is accepted payable in Paris. It is an 
inland bill because it is drawn within the British Islands upon some 
person resident therein ; (c) a bill drawn and accepted payable in 
London but indorsed in Paris, is an inland bill. 

120. Payee. — Where a bill is not payable to bearer, the payee must 
be named or otherw'isc indicated with reasonable certainty (m). 
A bill may be made payable to two or more payees jointly, or it 
may be made payable in the alternative to one of two, or to one 
or some of several payees. A bill may also be made payable to 
the holder of an ofliee for the time being (n). Where the payee is 
a fustitious or non -existing person the bill may be tn^ated as payable 
to bearer (o). (See also p. 51). A bill may be drawn payable to, 
or to tlu^ order of, the draw'er ; or it may be drawn j)ayable to, or 
to the order of, the drawee (p). For illustrations of these points, 
see p. 36. 

121. Drawee and his Acceptance. — ^The draw ee must be named or 
otiu'rwise indicated in a bill with reasonable certainty (q), but a 
banker would be justified in paying a bill made payable with 
him, and duly accepted, if the drawee’s name is omitted. A 
bill may be addressed to two or more draw'ces whether they are 
])artners or not, but an order addressed to two drawees in tlie alter- 
native or to two or more drawees in succession is not a bill of 
exchange (r). Where in a bill draw^er and drawee are the same 
])erson, or whore tlie drawee is a fictitious pe rson, or a person not 
having ca])acit.y to contract, the holder may tr(‘at the instrument 
at his ()j)tion either as a bill of exchange' or as a promissory 
note' (.S'). 

The acceptance of a bill is the signilieation by tlie drawee of his 
assent to the order of the drawer {t). An acceptance must be 
wait ten on the bill and be signed by the draw’ec : the mere signature 
of the drawee is siiflicient, and the signature may be on the back 
of the bill. It must not express that the drawee will perform his 
promise by any other means than tlie payment of money (u). A 
bill may be accejited before it is signed by the drawer, or while 

(;/?) Section 7(1). (^0 Section 7 (2). [o) Section 7 (3). 

(p) Section 5 (1). {q) Section 6 (1). (r) Section 6 (2). 

(<») Section 5 (2). (/) Section 17 (1). {u) Section 17 ^2). 
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otherwise incomplete (v), or when it is overdue or after dishonour 
by non-acceptance or non-payment (w). When a bill payable after 
sight is dishonoured by non-acceptance, and the drawee subse- 
quently accepts it, the holder, in the absence of any different agree- 
ment, is entitled to have the bill accepted as of the date of first 
presentment to the drawee for acceptance (x). 

An acceptance may be either “ general,’’ that is, an unqualified 
assent to the order of the drawer, or “ qualified,” that is, one which 
varies the effect of the bill as drawn (y). An acceptance i.3 qualified 
which is “ conditional,” payment by tlie acceptor being then 
dependent on the fulfilment of a stated condition, or “ partial,” 
that is, an acceptance to pay part of the amount for which the bill 
is drawn, or “ local,” that is, an acceptance to pay at a particular 
place and there only^ or qualified as to time, or the acceptance of 
some one or more of the drawees but not of all ( 2 ). 

Examples of General Acceptance. 

(1) Accepted, John Smith. 

(2) Accepted at 3, Commercial Street, Northtown, John Smith. 

(3) Accepted payable at Bullion Bank, Ltd., Northtown, John 
Smith. 

(4) John Smith. 

Examples of Qualified Acceptance. 

(1) Conditional Accopianco. “Accepted payable on condition 
of one month’s renewal, John Smith.’’ 

(2) Partial Acceptance of fhll for ,€100. “ Acce23t('d for £50 

only, John Smith.” 

(3) Local Acceptance. “ Accepted payable at Bullion Bank, 

Ltd., Northtown, and there only, John Smith.” 

(4) Qualified as to time. Bill of Exchange drawn at one 
month after date. “ Accepted payable throe months after date, 

John Smith.” (See also (1) above.) 

(5) Qualified as to parties. Bill drawn on John Smith and 
John Brown, accepted by one only. ‘Accepted, John vSrnith.” 


122. Signature. — No person is liable as drawer, indorser or acceptor 
of a bill who has not signed it as such (a), but a person signing in 
a trade or assumed name is liable thereon as if he had signed it in 
his own name (6), while the signature of the name of a firm is 
equivalent to the signature by the person so signing of the names 
of all persons liable as partners in that firm (c). A signature by 

(v) Section 18 (1). (?/;) Section 18 (2). (.t) Section 18 (3). 

{y) Section 19 (i) and (2). (z) vSectiou 19 (2, a, 6, c, d, and e). 

(a) Section 23. {h) Section 23 (1). (c) Section 23 (2). 
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procuration operates as notice that the agent has but a limited 
authority to sign, and the principal is only bound by such signature 
if the agent in so signing was acting within the actual limits of his 
authority (d). Where a signature indicates that the signatory signs 
for or on behalf of a principal, or in a representative character, he 
is not personally liable ; but the mere addition to his signature of 
words describing him as an agent, or as filling a representative 
character, does not free him from personal liability (e). 

Subject to certain statutory exceptions, a forged or unauthorised 
signature is wholly inoperative, and no right to retain the bill, or 
to give a discharge therefor, or to enforce payment thereof against 
any party thereto, can be acquired through or under that signature, 
unless the party against whom it is souglit to retain or enforce pay- 
ment of the bill is precluded from setting up the forgery or want 
of authority, but an unauthorised signature not amounting to a 
forgery may be ratified (/). 

The drawee is precluded from denying to a holder in due course 
“ the existence of the drawer, the genuineness of his signature, and 
his capacity and authority to draw the bill (ff). Accordingly, if 
the drawee accepts a bill to which the drawer's signature has been 
forged, the drawee will not be able to set up the forgery against a 
banker, provided the banker is a holder in due course. It is the 
duty of the drawee to make certain that the bill he accepts bears a 
g(‘nuinc signature made or authorised by the drawer, and if he 
acee])ts a forged bill he does so at his peril. 

With regard to indorsements a different jiosition arises, as the 
drawee, where the bill is drawn payable to the drawer’s order, is 
precluded from denying the dra wit’s capacit\% but not the genuine- 
ness or validity of his indorsement, <jven if the indorsement is 
on the bill at the time it is accepted (A). And where the bill is 
made ])ayable to the order of a third ])crson, the ckawee cannot 
dtuiy the existence of the payee and his capacity to indorse, 
but he can deny the genuineness or validity of the payee’s 
indorsement. 

As regards a banker who pays a bill of exchange domiciled with 
him which bears a forged indorsement, the statutory protection 
given to bankers by s. 60 applies only to cheques. Hence, if the 
banker pays a bill through or under a forged indorsement he is 
liable to the true owner in an action for conversion. In addition, he 

(d) Section 1’6. (t’) Section HG (1). (y) Section 24. 

(ff) Section 54 (2, a). (^0 Section 54 (2} 
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cannot debit his customer’s account with the money he has paid on 
such a bill, unless the customer by his acts or conduct is precluded 
from setting up the forgery. But where the bill was originally 
drawn payable to bearer, or where it has become payable to 
bearer by genuine indorsement in blank, the banker who has paid 
it to a holder who has no title has a good discharge against his 
customer, since he has paid the bearer of a bearer bill. If the payee 
is a fictitious or non-existing jjerson, the bill may be treated as pay- 
able to bearer, so that the banker is protected should he pay such 
a bill under a forged indorsement. 

123. Amount. — The sum payable by a bill must be a sum certain, 
even though it is required to be paid (1) with interest, or (2) by 
stated instalments, or (3) by stated instalments with a provision 
that, upon default in payment of any instalment, the whole shall 
become due, or (4) according to a rate of exchange to be ascertained 
as directed by the bill (i). When there is a discrepancy between 
the amounts as expressed in words and in figures, the sum denoted 
by the words is the amount payable (j). Where a bill is expressed 
to be payable with interest, unless the instrument otherwise pro- 
vides, interest runs from the date of the bill, and if the bill is 
undated from the issue thereof {k). Interest expressed to be pay- 
able in a bill should be distinguished from the interest awarded as 
damages on dishonour. An alteration of the amount is a material 
alteration (1). 

Where a bill is drawn out of but payable in the United Kingdom, 
and the sum payable is not expressed in the currency of the United 
Kingdom, the amount, in the absence of some express stipulation, 
is calculated according to the rate of exchange for sight drafts at 
the place and on the day of payment (m). 

124. Date of Bill and Computation of Due Dates.— The omission 
of the date does not render a bill invalid (n). Where a bill expressed 
to be payable at a fixed period after date is issued undated, or 
where the acceptance of a bill payable at a fixed period after sight 
is undated, the holder may insert the true date of issue or of 
acceptance, and the bill is payable according to the date so in- 
serted. If the holder in good faith and by mistake inserts* a 
wrong date, and in every case where a wrong date is inserted 
if the bill subsequently comes into the hands of a holder in due 
course, the bill shall be payable as if the date so inserted had 

(t) Section 9(1). {j) Section 9 (2). {k) Section 9 (3K 

{1) Section 64 (2). (m) Section 72 (4). { 71 ) Section 3 (4). 
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been the true date (o). A date on a bill is, in the absence of 
evidence to the contrary, deemed to be the true date {p). A bill 
may be ante-dated, post-dated or dated on a Sunday (q). Any 
alteration of the date of a bill is a material alteration (r). 

A bill must be payable on demand or at a fixed or determinable 
future time (s). A bill is payable on demand which is expressed 
to be so payable, or which is payable at sight or on presentation 
or in which no time for payment is expressed ((). Where a bill is 
accepted or indorsed when it is overdue, it shall, as regards the 
acceptor who so accepts, or any indorser who so indorses it, be deemed 
a bill payable on demand (u). A bill is payable at a determinable 
future time which is expressed to be payable (1) at a fixed period 
after date or sight (v), or (2) on or at a fixed period after the occur- 
rence of a specified event which is certain to liappen, though the 
time of happening may be uncertain. An instrument expressed to 
be ])ayablc on a contingency is not a bill, and the happening of the 
event does not cure the defect (w). 

Where a bill is not payable on demand three days (>f grace are, 
unh'ss the bill otherwise provides, added to the time of payment 
as fixed by the bill, and the bill is payable on the last day of 
grace (a*). No days of grace can bo claimed on bills drawn “ pay- 
able without days of grace,” or payable on a certain date “fixed.” 
Thus a bill drawn “ On May 5, 1923, fixed, pay, etc.,” falls due on 
May 5, 1923, while a bill drawn “ On May 5, 1923, pay, etc.,” falls 
due on May 8, 1923. Where a bill is payable by instalments days 
of grace can be claimed on each instalment. Bank post bills issued 
by the Bank of England are paid without days of grace. It 
should be noted that bills drawn one, two or three days after date 
or sight take the tluiec days of grace though subject only to the 
twopenny stamp duty. 

'riie currency of a tenor bill is the period of time during which 
it is current, i.e. the jx^riod between its date of issue and its due 
date. The day after a tenor bill is due to be paid the bill is no 
longer current. When a bill is payable so many months after date, 
tlie due date is calculated by counting the required number of 
calendar months from the date of the bill, and adding the three 
days of grace. The term “ month ” means a calendar month (y). 

(o) 8octioii 12. (P) 8rc*tioii 13 (1). (q) Section 13 (2). 

(/■) Section 01 (2). St'ction 3(1). (/) Section 10 (1). 

(jO Section 10 (2). (v) Section 11 (1). (le) Section 11 (2). 

(.c) Section 11(1). {y) Section 14 (4). 
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This does not mean that a bill dated, say, April 30th at one month 
after date falls due on June 3rd (that is to say, May 31st plus three 
days of grace). Such a bill falls due on June 2iid (one month from 
April 30th brings us to May 30th) ; three days of grace added 
make June 2nd. The term “ calendar month ” in the Bills of 
Exchange Act is probably used to distinguish a “ bill ” month from 
a lunar month of four weeks. At all events by the universal 
custom of bankers a bill dated on, say, September 30th at three 
months after date falls due on January 2nd, not on January 3rd. 
Where a bill is payable at a fixed period after date, after sight, 
or after the happening of a specified event, the time of payment 
is determined by excluding the day from which the time is to 
begin to run and by including the day of payment (z). No account 
must be taken of lacking ’’ days, so that a bill dated 31st January 
at one month after date falls due on 3rd March. 

When a bill is payable after sight, the time begins to run from 
the date of acceptance, if the bill be accepted (a). If the sighting 
date does not coincide with the date of acceptance, the due date 
is calculated from the sighting date. Thus if a bill is accepted 
“ Sighted 1st May, Accepted 2nd May,’* the period runs from the 
sighting date, not from the date of aecci)tance. If a bill has been 
noted or jjrotestcd for non-accej)tance or non-delivery the period 
runs from the date of noting or protest (b). Where a bill payable 
after sight is accepted for honour, its maturity is calc\ilated from 
the date of the noting for non-acceptance and not from the date of 
acceptance for honour (c). The motive in these cases is to put 
the holder in the same position as he would have been, had the 
bill been duly and promptly accepted on presentation. 

Where bills drawn abroad are payable “ middle of January,” 
“middle of February,” and so on, such bills are generally con- 
sidered to fall due on the 18th of the month ; this date is arrived 
at by adding three days to the 15tli. In some foreign countries 
days of grace arc not allowed, but bills drawn in such countries 
payable in this country take the usual three days. Where bills 
drawn in Russia and some other Eastern countries are dated 
according to the old style, thirteen days must be added to bring 
the date into agreement with the calendar we use. Sometimes 
both styles of dating are given, such as May 5/18 : the time is 
reckoned, of course, from the 18th. Where a bill is drawn in one 

( 2 ) vSection 14 (2). 

\b) Section i4 (3). 


(a) Section 14 (3). 
(c) Section (ifi (T)), 
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country and is payable in another the due date thereof is deter- 
mined according to the law of the place where it is payable (d). 

When the last day of grace falls on Sunday, Christmas Day, Good 
Friday, or a day appointed by Royal Proclamation as a public fast 
or thanksgiving day, the bill is, except in the case hereinafter pro- 
vided for, due and payable on the preceding business day (e). 
When the last day of grace is a bank holiday (other than Christmas 
Day or Good Friday), under the Bank Holidays Act, 1871, and 
Acts amending or extending it, or when the last day of grace is a 
Sunday and the second day of grace is a bank holiday, the bill is 
due and payable on the succeeding business day (/). 

Bank holidays in England and Ireland are Easter Monday, 
Whit Monday, first Monday in August, and 26th December if a 
week-day. If the 26th December is a Sunday, Monday, 27th 
De(;emb(u-, becomes a bank holiday. The bank holidays in 
Scotland are New Year’s Day (if this day falls on a Sunday the 
next day becomes a bank holiday), first Monday in May, and first 
Monday in August. Christmas Day and Good Friday were for- 
merly “ statutory ” holidays in Scotland, and ‘‘ common law ” 
holidays in England and Ireland, but Scotch law is now uniform 
with English law. In Ireland, by the Bank Holiday (Ireland) Act, 
1903, St. Patrick’s Day, March 1 7th, is a bank holiday, and if this 
day falls on a Sunday then the next day. 

125. Alterations. — An alteration is material,” says Chalmers, 
“ which in any way alters the o])eration of the bill and the 
liabiliti(\s of th(^ parties, whether the change be prejudicial or 
b(‘nefi(Mal ; and it may be that even this test is not wide enough.” 

A material alteration of a bill or acceptance, without the assent 
of all partic's, discharges the bill except as against a party who 
made, authorised or assented to the alteiation, and subsequent 
indorsers, but where an alteration is not apparent, and the bill is 
in the hands of a holder in due course, such holder may avail him- 
self of the hill as if it had not been altered, and may enforce pay- 
ment according to its original tenor (g). Material alterations, 
amongst others, are alterations of the date, amount, time of pay- 
ment, place of ])ayment, and where a bill has been accepted 
generally the addition of a place of payment without the acceptor’s 
assent (h). (See p. 37 for an explanation of these rules in relation 
to cheques.) 

{(1) Soction 72 (A). (t) Soction U (hi). (f) Section 14 (16). 

((/) ISection 01 (1). (6) Section 64 (2). 
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126. Consideration for a Bill. — Consideration has been defined as 
“ some right, interest, profit or benefit accruing to the one party, 
or some forbearance, detriment, loss or responsibility given, suffered 
or undertaken by the other.” To be valid, contracts not under 
seal must be supported by consideration. Reference to the con- 
sideration need not be made in the body of the bill, though, 
as a matter of fact, the words “ value received ” are often included. 
Valuable consideration for a bill may be constituted by any con- 
sideration sufficient to support a simple contract or by an antecedent 
debt or liability (i). 

Where value has at any time been given for a bill the holder is 
deemed to be a holder for value as regards the acceptor and all 
parties to the bill who became parties prior to such time (j). The 
holder of a bill who has a lien on it is a holder for value to the 
extent of his lien (k). An accommodation party to a bill, that is, 
a party who has signed it without having received any consideration 
for so doing, is liable on the bill to a holder for value, whether the 
holder knew such party was an accommodation party or not (1). 
Every party whose signature appears on a bill is primd facie deemed 
to have become a party thereto for value (m). 

127. Inchoate Bills. — A simple signature on blank stamped paper 
delivered by the signer in order that it may be converted into a 
bill operates as a prirnd facie authority to fill it up as a complete 
bill for any amount the stamp will cover, using the signature for 
that of the drawer, acceptor or indorser, as the case may be. Simi- 
larly, if a bill is wanting in any material particular the person in 
possession of it has a primd facie authority to fill up the omission 
in any way he thinks fit (n). Such an instrument can be enforced 
against any person who became a party prior to its completion 
only if it was filled up within a reasonable time, and strictly in 
accordance with the authority given. But a holder in due course 
to whom such an instrument has been negotiated after completion, 
may enforce it as if it had been filled up within a reasonable 
time and in accordance with the authority given (o). 

128. Issue and Delivery. — tissue is the first delivery of a bill or 
note, complete in form to a person who takes it 05 a holder (p). 

Delivery of a bill is its transfer of possession, actual or con- 
structive. from one person to another (q). Every contract on a bill 

(i) Section 27 (1). {j) Section 27 (2). (k) Section 27 (3). 

{1) Section 28. (m) Section 30 (1). (n) Section 20 ( 1 ). 

(o) Section 20 ( 2 ). (p) Section 2 . ( 9 ) Section %. 
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is incoinplcte and revocable until delivery of the instrument in 
order to give etTcct thereto, but where an acceptance is written on 
a bill it is irrevocable if the drawee has given notice to, or according 
to the directions of tlie person entitled to the bill that he has 
accepted it (r). Delivery as between immediate parties, and as 
regards a remote party other tlian a holder in due course, must be 
made l:)y the proper party or under his authority, and may be shown 
to have been conditional, or for a special purpose only, and not for 
the j)uipose of transferring the property in tlie bill. If, however, 
the bill be in the hands of a holder in due course, a valid delivery 
of the bill by all parties prior to him, so as to make them liable to 
him, is conclusively presumed (s). Where a bill is no longer in the 
possession of a party who has signed it as drawer, acceptor or 
indorser a valid and unconditional delivery is presumed until the 
contrary is ])r()V( d (t). 

129. Negotiable Bills and Negotiation.~Thc characteristics of a 
full}' negotiable instrument are stated in another part of this book 
(se(' p. 247), A negotiable bill may be payable either to order or 
to b(‘aj(‘r (?/). A bill is payable to order wliicli is expressed to be so 
])ayable, or wliieh is expressed to be payable to a particular person, 
and do(‘s not contain words prohibiting transfer, or indicating an 
intention that it siiall not be transferable (r). A bill is payable to 
beaier wliieh is ex])r(ss(d to be so payable or on which the only 
or last indorseiiu nt is an “ indorsement in blank ” (le), that is, 
one that sp( cities no iiidoisce {x). A bill expressed to be payable 
to the order of a s]iceifi(d peison, and not to him or his order, is 
n(‘vertheless jiayable to him or Jiis order at his o})tion {y). 

A bill which contains words prohibiting transfer, or indicating an 
intdition that it should not b(‘ tiansferable, is not negotiable (z), 
but the words prolii biting tiansfer must be definite. A bill pay- 
able to order or bearer cannot be made not transferable on the face 
of it, for the woid ‘"older” or “bearer” overriders the words 
prohibiting transfer. 1’he words “ not nt'gotiable ” when added to 
a crossed elutpie have a sjiecial statutory significance, as explained 
elsewhere. 

'J he mgotiation of a bill is its transfer from one peison to another 
in such a manner as to constitute the transferee the holder of the 

(;•) 21 (1). ( a ) bVctioii 21 (2). (/) Section 21 (3). 

(?/) Section S (2). (r) Section S (4). (?e) Section 8 {;{). 

(.0 SMfion 34 (I). {(/) Section 8 (.0) (;:) Section 8 (1). 
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bill (a). A bill payable to bearer is negotiated by delivery, {h) if 
to order by indorsement and delivery (c). A bill negotiable in its 
origin continues to be negotiable until it has been either restrictively 
indorsed or discharged (d). 

When an overdue bill is negotiated it can only be negotiated 
subject to any defect of title affecting it at its maturity, and thence- 
forward no person who takes such a bill can acquire or give a better 
title than that which the person from whom he took it had (e). 
For the purposes of negotiation, a bill payable on demand is deemed 
to bo overdue when it appears on the face of it to have been in 
circulation an unreasonable length of time, and what is unreasonable 
is a question of fact (/). (See p. 34 in regard to overdue cheques.) 
Except where an indorsement bears date after the maturity of the 
bill, every negotiation is primd facie deemed to have been effected 
before the bill was overdue ((/). Where a bill which is not overdue 
has been dishonoured, any person who takes it with notice of the 
dishonour takes it subject to any defect of title attaching thereto 
at the time of dishonour, but this docs not affect the rights of a 
holder in due course (A). 

The holder of a bill has certain rights acquired by negotiation. 
He may sue on the bill in his own name (i). Where he is a 
holder in due course, he holds the bill free from any defect of title 
of prior parties, as well as from mere personal defences available 
to prior parties amongst themselves, and may enforce payment 
against all parties liable on the bill (j). Where his title is defective : 
(1) if he negotiates the bill to a holder in due course that holder 
obtains a good and complete title to the bill, and (2) if he obtains 
payment of the bill the person who pays him in due course gets a 
valid discharge for the bill (k). 

A “ transferor by didivcry ’’ is the holder of a bill payable to 
bearer who negotiates it by delivery without indorsing it. When 
such a transferor negotiates a bill he warrants to his imme- 
diate transferee, being a holder for value, that the bill is what it 
purports to be, that he has a right to transfer it, and that at the 
time of transfer he is not aware of any fact which renders it value- 
less (/). In these circumstances he is not liable on the instrument 
in the event of it being dishonoured by non-acceptance or non-pay- 

(a) S(X3tion 31 (1). (6) Section 31 (2). (c) Section 31 (3). 

{d) Section 30 (1). (#;) Section 36 (2). (/) Section 30 (3). 

{(f) Section 30 (4). {h) Section 30 (5). (t) Section 38 (1). 

(j) Section 38 (2). {k) Section 38 (3). (Z) Section 58 (3). 
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ment, but he does not escape liability if there is a prior forgery. 
For this reason, therefore, bankers always get their customers’ 
indorsements on bills discounted. 

130. Capacity ol Parties. — Capacity to incur liability as a party 
to a bill is co-extensive with capacity to contract (m). Where a 
bill is drawn or indorsed by an infant or corporation having no 
capacity to incur liability on a bill, the drawing or indorsement 
entitles the holder to receive payment of the bill, and to enforce 
it against any other party thereto (n). 

131. Liabilities of Parties and Estoppels. — The drawee by accepting 
the bill is the person j)rimarily liable. By acce 2 )ting he engages to 
pay it according to the tenor of liis acceptance (o), and is pre- 
cluded from denying to a holder in due course (1) the existence of 
the drawer, the genuineness of his signature, and his capacity and 
authority to draw the bill ; (2) in the case of a bill payable to the 
drawir's order the then capacity of the drawer to indorse, but not 
the g( nuiiK'iiess or validity of his indorsement ; (3) in the case of 
a bill payable to the order of a third person, the existcuicc of the 
payee and his then capacity to indorse, but not the genuineness or 
validity of his indorsement (^J). 

When the drawer of a bill delivers it to the payee, or, if it is 
payable to himself, when he indorses it to another person, the drawer 
himself becomes liable to the lioldcr. By the act of drawing the 
bill the drawer engages that on due presentment it shall be accepted 
and paid according to its tenor, and that if it be dishonoured he 
will compensate the liolder or any indorser who is compelled 
to ])ay it, provided tliat the requisite proceedings on dishonour 
be duly taken. He is precluded from denying to a holder in 
due eourse the existence of the payee and his then capacity to 
indorse (q). 

Where there are two or more indorsements on a bill, each in- 
dorsement is d(‘emed to have been made in the order in which it 
api)ears on tlie bill, until the contraiy is proved. The first indorser 
in point of time is liable to the second, tlie second in point of time 
is liable to tlie third, and so on. ♦(The liabilities of an indorser, and 
the estoppels binding him, are given fully in Chapter IV, p. 46.) 

132. Bill not an Assignment of Funds in Hands of Drawee.— In 
England a bill does not operate as an assignment of funds in the 
hands of the drawee available for the payment thereof, and if the 

(m) Section 22 (1). (n) Section 22 (2). (o) Section 54 (1) 

(/d Section 64 (2). (</) Section 65 (1, a, 6). 
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drawee does not accept he is not liable on the instrument (r). In 
Scotland, however, where the drawee of a bill has in his hands funds 
available for the payment thereof, the bill operates as an assign- 
ment of the sum for which it is drawn in favour of the holder from 
the time when the bill is presented to the drawee {s), 

(r) Section 53 (1) (s) Section 53 (2). 


Note to pp. 106 and 112: Holder in due course. In the case of 
Jones, K. E., Lid., v. Waring and Gillow, 1926, it was decided by the 
House of Lords that the original payee of a bill or cheque is not a 
“ holder in due course ’’ within the meaning of s. 29. Before a person 
can be a holder in due course, the bill or cheque must have been 
negotiated to him; the original delivery of the instrument is not such 
a negotiation. 
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BILJ.S OF EXCHANGE [continued) 

131^. Presentment for Acceptance. — A bill should be presented for 
acceptance as soon as possible, for until the drawee has accepted 
it, he is not liable to the holder. Refusal of acceptance gives the 
holder an immediate right of recourbc against the drawer and indorsers. 
But though presentment for acceptance is advisable it is not legally 
necessary except in three cases : (1) Where a bill is payable after 
sight, presentment for acceptance is necessary in order to fix the 
maturity of the instrument (a). Where such a bill is negotiated, 
the lioldcr must cither i)resent it for acceptance or negotiate it 
within a reasonable time (6). If he does not do so, the drawer and 
all indorsers prior to that holder are discharged (c). (2) Where a 

bill expressly stipulates that it shall bo presented for acceptance, 
or (3) where a bill is drawn payable elsewhere than at the residence 
or place of business of the drawee it must be presented for acceptance 
beldrt' it can be presented for payment (c?). 

134. llulcrS Governing Presentment for Acceptance , — The rules 
gov(M-ning presentment for acceptance are as follows : The present- 
ment must be made by or on behalf of the holder to the drawee 
or to some person authorised to accci)t or refuse acceptance on his 
behalf, at a reasonable liour on a business day, and before the bill 
is overdue (r). If there are two or more drawees, not partners, 
presentment must be made to them all, unless one has authority 
to accept for all, in which case presentment may be made to liim 
only (/). Where the drawee is dead, presentment may bo made to 
his personal representative [g) ; if bankrupt, to him or to his 
trustee (h). Where authorised by agreement or usage a present- 
ment through the post office is sufficient [i). 

(a) So(Uioii 30 (1). (b) Section 40 (1). (c) Section 40 (2). 

(d) Section 3!) (2). (r) Section 41 (1. a). (/) Section 41 (I, b). 

(f/) Section 41 (1. c). (b) vSoction 41 (1. a). (,) S(?ction 41 (1, c). 
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The holdor of a bill may refuse to take a qualified acceptance, 
and if he does not obtain an unqualified acceptance may treat the 
bill as dishonoured by non-acceptance (j). If a qualified acceptance 
is taken without the authorisation or subsequent consent of the 
drawer or an indorser, such drawer or indorser is discharged from 
his liability on the bill, but this rule does not apply to a partial 
acceptance provided due notice has been givim {Ic). A drawer ov 
indorser receiving notice of a qualified acceptance is deemed to 
have assented thereto unless he express his dissent to the holder 
within a reasonable time (1). 

135. When Presentment for Acceptance is Excused. — Presentment 
of the bill for acceptance is excused, and the bill may be treated 
as dishonoured by non-acceptance: (1) where the drawee is dead 
or bankrupt, or is a fictitious person, or a person not having 
capacity to contract by bill (m) ; (2) where, after the exercise of 
reasonable diligence, such presentment cannot be effected (n) ; 
(3) where, although the presentment has been irregular, acceptance 
has been refused on some other ground (o). The fact that the 
holder has reason to believe that the bill, on presentment, will be 
dishonoured docs not excuse presentment (p). 

136. Banker Presenting Bill for Acceptance. — Where a banker holds 
an unaccepted bill on his own behalf, he will, in his own interests, 
present it for acceptance as early as possible, because on acceptance 
he obtains additional security in the acceptor’s liability, and, if 
acceptance is refused, he can take action at once against the other 
parties. The same considerations arise when a banker receives 
an unaccepted bill for presentation on behalf of a customer, and 
although in certain cases presentment for acceptance is not legally 
necessary in order to retain recourse against the drawer and indorsers, 
the banker must act in a manner most beneficial to his customer’s 
interests, irrespective of any latitude the law allows him. As his 
customer’s agent, the banker must exercise skill and diligence in 
serving his customer’s interests, and since early presentment is very 
advantageous, the banker must make early presentment ; if he 
fails to do so, and loss ensues to his customer, then the banker will 
be responsible. 

If the work which the banker has undertaken to do, whether by 

(j) Section 41 (1). (k) Section 44 (2). (/) Section 44 (3). 

(m) Section 41 (2, a). (n) Section 41 (2,6). (o) Section 41 (2, c). 

(p) Section 41 (3). 
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express agic cnunt or by implication, is delegated to an agent of 
correspondent, the banker will be held responsible for the acts or 
the agent or correspondent, and is liable for any loss sustained 
by the customer through the negligence of the agent or 
corif'spondent. 

Accordingly, when an unaccepted bill is received for present- 
nient, the banker should present it without delay. Generally speak- 
ing, he would present it on the day of receipt. If, however, the 
bill has only two or three days to run, presentment for acceptance 
is sometimes delayed until the due date, when it is presented both 
for accejitancc and paynu'nt. But then? is an element of risk even 
in a brief delay like this. When a bill is presented to the drawee 
for acceptance he is entitled to possession of it, and may retain it 
for twenty- four hours. Hence, if the drawTC does not accept or 
refuse at once, the banker is (piitf' justified in leaving the bill with 
him, but it should be called for tlu? next day. In calculating the 
twenty-four hours, non-business days arc excluded. Should the 
drawee refuse to dfdiver up the bill, accepted or unaccepted, after 
the expiration of this period, or destroy it, he is liable in an action 
for damages. 

When a bill has to be presented in a place not within the bank’s 
area of call, the banker sends it to his agent for presentment by 
him, or if there is no banker near, the bill may bo sent by post to 
the drawee, a stamped addressed envelope being enclosed for its 
return. When any of the circumstances arc out of the ordinary 
and the banker is unable to effect prompt presentment for accept- 
ance he should always advise his customer or correspondent of the 
circumstances. This sliould be done as a matter of courtesy, even 
if not legally necessary. 

A banker must not take a qualified acceptance without the con- 
sent of his })rineipal. If he is offered a qualified acceptance he 
should communicate at once with his customer or correspondent 
asking for instructions. A banker should not take the drawee’s 
cheque and surrender the bill, because this would release the 
diawer and indorsers of the bill, and if the cheque is dishonoured, 
the drawer and indorsers of the bill, not being parties to the cheque, 
are not liable on the cheque. Before taking a cheque, therefore, 
the princii)ars consent must be obtained. It should be noted, 
liowever, that, by taking a cheque, the banker secures an instru- 
ment on which the drawee is liable, whereas he is not liable as 
drawee of a bill, but, if a cheque is taken tlie bill must not be 
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given up. The practice is to attach the bill to the cheque and 
surrender it with the cheque on its payment. 

A bill may be accepted on the back, but it is usual to accept 
on the face of the instrument. Since in this country a signature 
prefixed by a courtesy title is not accepted as a signature, the 
acceptor should not sign in tliis manner, but an expression added 
by way of description would not invalidate the acceptance. 
When bills arc drawn payable “ after sight,” the date of “ sight- 
ing,” which should be the date on wliich the bill is first presented 
to the drawee, must be added to the acceptance, and the currency 
of the bill will run from the sighted date even if the date of 
acceptance is a day later. If no place of payment is specified in the 
bill, the banker cannot insist on the drawee making it payable in 
the banker’s or the drawee’s own town, and, as the addition of a 
place of pt'iyment is a material alteration, the banker cannot add 
one without the accc‘ptor’s consent. 

The only person competent to accept a bill is the drawee or his 
authorised agent, and if a bill is drawn on one party and accepted 
by another, the latter is not liable on the instrument as an acceptor, 
but he incurs the liabilities of an indorser to a holder in due course. 
If a bill is addressed to a trading partnership any partner can bind 
the firm by signing the firm’s name. Where the partnership is a 
non-trading one the position is different, and only the partner that 
accepts will be personally liable, unless his co-partners have 
authorised him to accept on their behalf. Where a bill is 
drawn on two or more drawees, who are not partners, each of the 
drawees must accept, unless one is specially authorised to accept 
on behalf of all. If all do not accept, those who do accept are 
liable, but the acceptance would be a qualified one. A banker who 
receives a bill of this nature for presentment for acceptance should 
present it to each of the drawees, unless one drawee has proper 
authority to accc^pt for all. 

An infant is not liable on an acceptance given in his personal 
capacity, but, if acting within the scope of his authority as agent, 
he can bind his principal. In accordance with the rules already 
given, presentment, in the case of a bankrupt drawee, may be 
made cither to the bankrupt himself or to his trustee. If the 
drawee is dead, presentment may be made to his legal representative. 
Presentment in these two cases is not legally necessary under the 
Act, but it is desirable that a banker should make due presentment. 

When a bill w'hich a banker has presented on behalf of a 

10 
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customer or another banker is dishonoured by non-acco2)tance, the 
banker should return it to the customer or correspondent. If the 
bill is a foreign bill it must be protested on dishonour by non- 
acceptance, but, in the absence of instructions, it can be noted, and 
a formal ])rotcst extended later, if desired. 

137. Presentment for AccejiUtnee of DocumenUirij Bill. See 
Chapter XVIII, p. 254. 

138. Presentment for Payment.— The general rule, to which there 

are exceptions, is that a bill must be duly presented for payment ; 
if it is not so presented the drawer and indorsers are discharged {q). 
The acceptor remains liable on a bill accepted generally even if it 
be not presented for i:)ayment (r), and if, by the terms of a qualified 
aece])tance, presentment for payment is required, the acerptor, in 
the absence of an express stipulation to tluit (‘ffi'ct, is not dis- 
charged by the omission to present the bill for ])ayiu(‘nt on the 
due dale {s). An (‘xample of such a stipulatioji would arise if the 
acceptor makchs prescuitation for payment a coiulition ])recedcnt to 
his liability. 

130, Rules (Jovernmg Presentment for Payment. Th(^ rules govern- 
ing ])n'sen(m('nt for payment are as follows: (1) Where the bill 
is not payable on demand, presentment must b(‘> made on the due 
(late (/). (2) Where the bill is payabki on demand, presemtment 

must be made within a reasonable time aftir its issue in order to 
rend(T the draAver liable, and within a n^asonablo time after its 
indorsement in order to render the indorscu' liabl(‘. Reasonable 
time in this cemimetion depf'iids on the nature of the bill, the usage 
of trade and the facts of the ease (a). {3) Pri^siuitment must be 

mad(j by the hoId(*r or his authorised agent to tlie payer or his 
authorised agent at a reasonable hoiu- on a business day and at 
the propc'r ])lace (v). The proper ])lace is tlr- placf' of payment (if 
any) specified in the bill ; or, if no phuR* of paynumt is specified, 
at the dra wear’s address as giv(*n in the bill ; or, if no place of pay- 
ment is specified, and no address is given, at th('. drawee’s place of 
business, if knoAvn, and if not, at his ordinary residence, if Imown ; 
in any other case tlie bill may be presi'iiled to the drawee or 
ace(q)tor Avherever he can be found, or at his last known place of 
business or residence {w). (4) Where a bill is presented at the 

pro})er place, and no pi'rson authorised to ])ay or refuse payment 

lo) Section 45. (r) Section r>li (1). (,.) Section 52 (2). 

(/) Section 45 (1). («) Section 45 (2) (v) Section 45 (3). 

(w;) Section 4*5 ( ). 
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can be found there, no further presentment need be made (x). 
(5) Where there are two or more acceptors, not partners, and no 
place of payment is specified, presentment must be made to th(*m 
all (y ) ; but if one is duly authorised, he may pay or refuse) on 
behalf of himself and the others. (6) Where the acceptor is dead, 
and no place of payment is specified, presentment must be made 
to a personal representative, if such there be, and lie can be 
found ( 2 ). (7) Where authorised by agreement or usage, present- 
ment through the post office is siitfickmt (a). (8) When the holder 

presents a bill for payment, he should (“xhibit it to the payer, 
and, on payment, deliver it up to him (h). 

140. When Delay in Presentment Jar Payment is Excused , — 
Delay in presentment is excused whim caused by circumstances 
beyond the control of the holder, and not imputable to his default, 
misconduct or negligence. When the cause of delay ceases to 
operate presentment must be made with reasonable diligence (c). 

141. When Presentmerit for Payment is Dispensed With. — Present- 
ment is dispensed with (1) where it cannot be effected ; (2) where 
the drawTC is fictitious ; (3) as regards the drawer when the drawee or 
acceptor is not bound, as between himself and the drawer, to accept 
or pay the bill, and the drawer has no reason to believe that the bill 
would be paid if presented ; (4) as regards an indorser, where the 
bill was accepted or made for his accommodation, and he has no 
reason to expect that the bill would be paid if presented ; (5) where 
presentment is waived. The fact that the holder has reason to 
believe that the bill will, on presentment, be dishonoured, docs not 
dispense with the necessity of presentment (d). 

142. Banker Presenting Bill for Payment. — When a banker pre- 
sents a bill for payment on behalf of a customer or correspondent, 
he must bear in mind the rules given in the preceding paragraphs, 
and all presentments should be made in accordance with those 
rules. He must, therefore, jircsi'iit the bill to the acceptor for pay- 
ment on its due date, and at a reasonable hour. Any delay owing 
to his negligence may render him liable to make good any loss that 
may ensue. If, how^ever, a bill is drawn payable elsewhere than 
at the residence or place of business of the drawee, and the banker, 
through presenting the bill for acceptance, has not time to present 
the bill for payment on its due date, the delay is excused, and the 

{x) Section 45 (5). [y) Section 45 ((>). {z) Section 45 (7). 

(a) Section 45 (8). {b) Section 52 (4). (c) Section 46 (1). 

(d) Section 40 (2). 
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drawers and indorsers are not discharged from their liability owing 
to the d(^Iay in presenting the bill for payment. 

A bill drawn payable at one place, but accepted payable at 
another, must be presented for payment at the place where it is ' 
accepted payable, and since a bill must be presented for payment 
on its due date, presentment the day previous is not a good pre- 
sentment. The fact that an acceptor has accepted a bill without 
giving value for it, and merely to accommodate the drawer or an 
indorser, is not sufficient to excuse presentment for payment in 
due course. And if the banker is informed that the bill will be 
dishonoured when presented for payment, even if the information 
is given by the acceptor himself, the bill must nevertheless be duly 
presented on its due date. 

When the services of another banker are necessary in order to 
present a bill, tlie bill should, as a rule, be sent to that banker two 
or three days before maturity, though some bankers do not care 
to receive bills until the day preceding maturity. When, however, 
bills are not made payable at a bank, it is better to dispatch them 
to the collecting banker in sufficient time for him to make inquiries 
as to any special expenses that may be incurred by him in effect- 
ing presentation at a place some distance away. 

If a bill is not domiciled at a bank, i.e, if it is not made payable 
at a bank, and it is not paid by the acceptor on pieseiitation, a note 
should be left with the accex>tor, containing full i)arliculars of the 
bill, stating that it is at the bank awaiting payment, and that the 
matter requires to be attended to before close of business. The 
bill itself must not be left at the accej.^tor s adrlress, as obviously 
such a proceeding would mean the surrendering to the acceptor of 
the evidence of his liability. Presentment for payment is quite a 
difh'rent matter from jn-csentment for acceptance. In the latter case 
the drawee is entitled to I^oss^'ssion of tlie bill, because, until he 
acce])ts it, he is not liable on it. 

The accei)tor should, strictly si)eaking, ])ay his acceptance in 
legal tender, and the presenting banker should not give up the bill 
ex(;ept for cash, unless he has received instructions to t\m contrary. 

If a cheque is offered, it must not be a post-dated one. The bill 
should not be given up but should be attached to the cheque and 
surrendered with the cheque on its payment. If the banker were to 
give up the bill before the cheque is paid, and in exchange for it, all 
right of recourse against the drawer and indorsers of the bill would 
b(‘ lost, and hc^ would Ix^ left with nothing better than the acceptor’s 
dishonoured cheque, and his liability as the drav cr of the cheque. 
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If, when the bill is presented for payment, the acceptor tenders 
part of the amount in cash, the banker may take it, because it is in 
aid of all the others who are liable on the bill. The bill must 
not be surrendered, but should, generally speaking, be noted for 
the unpaid balance, and notice of dishonour given, the notice 
clearly showing that the bill was dishonoured by non-pay- 
ment of part of the amount of the bill. It is usual also to 
write on the back of the bill a receipt for the money paid. The 
receipt should state that the payment is a part payment, and 
should also make it clear that the money has been accepted 
without prejudice to the rights of other parties liable on the bill, 

e.g., “ Received of acceptor of the within written bill, the 

sum of in part payment and without prejudice to the rights 

of all other parties.” If the bill is a foreign bill, it must be pro- 
tested for the unpaid balance. Part payment discharges a bill pro 
tanto, i,e. so far as the amount paid goes. 

143. Short Bills, or Bills for Collection. — When bills are handed 
to a banker by Ids customer in order that they may be collected 
when due, and the i^rocceds credited to the customer’s account, 
they are called “ Bills for Collection.” This term distinguishes 
them from “ Bills Negotiated,” or “ Bills Discounted,” which are 
bills for which the banker has given value at once, instead of wait- 
ing till he has received the proceeds of the bills when collected. By 
reason of a practice of entering bills for collection in the pass book 
in the particulars column with the amounts short of the cash column, 
they are sometimes called “ short bills ” — an expression having no 
reference to the terras for which the bills are drawn. Since these 
bills are merely handed to the banker for collection and credit of 
the proceeds, when received, to the customer’s account, the banker 
has no property in them. If, therefore, the banker beeame bank- 
rupt, his trustee could not claim the bills as part of the banker’s 
assets, and they must be returned to the customer. But, though 
the banker has no property in the bills, he has a right to retain the 
bills or their proceeds against any amount due to him by his 
customer. 

When a bill lodged for collection matures after the death of a 
customer, the banker should credit the proceeds to the executorship 
account, less any amount for which he has a lien. There is a 
dangei to the banker in the mere collection of bills handed to him by 
his customer, because if the customer has no title or a defective title to 
the bills, the banker will be liable to the true owner of the instruments 
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for conversion. It is only in the case of crossed cheques that the banker 
obtains any statutory protection against the rights of tliird parties. 

144. Bills Discounted. — ^Thoso are fully treated later (see pp. 239-42). 

145. Bills Payable at London Office or London Agents. — Country 
branches or banks are always willing to make arrangements that 
their cust(miers* acceptances shall be payable at the London Head 
Oflioe, or, if the bank has no London Office, at their London 
Agents. In order that the bills may be met at maturity, the 
country branch or bank must rcccuve the customer’s instructions in 
time sufficient for an advice to reach London in advance of the 
dates wlu'n the bills are due for payment. If the bills arc to be 
met, the country branch or bank credits London with the amounts 
of the bills, and enters corresponding debits in the customer’s account. 
The advuHi lorm should be so ruled that the essential particulars 
can be readily seen. If the bill is a documc'iitary bill, particulars of 
the attached documents of title should be inserted in the advice. 

14G. Bills Retired. — When a bill is withdrawn from circulation or 
taken up bed’ore it is due, it is said to be “ retired.” J^ankers have 
an invariable rule not to have anything to do with bills domiciled 
with them unless the bills are domiciled by their customers, or by 
customers of another bank for which the banker acts as agent. If, there- 
fore, the acce))tor of a bill, domiciled not in accordances with the rule 
referred to, tiuidcrs moiu^y in order to meet the bill when due, the 
banker should refuse to take the money and should re turn the bill unpaid. 

When a domiciled bill is retired by the draw(‘r, it is the usual 
practice to obtain from him a cheque or otluT authority to debit 
his account. To retire the bill does not discharge it, and the bill 
must not, therefore, be cancelled, for, when it falls due, the drawer 
or any indorser can enforce it against any prior parties. The 
customer’s order to retire his own or anoth('r ])erson’s acceptances 
does not require stamping. If a customer has discounted bills 
with a bank(‘r, and while the bills are still current desires to with- 
draw his credit balance, the banker cannot prevent him doing so, 
nor can he compel him to retire the bills. Not until the bills fall 
due and are dishonoured has the banker any right of recourse 
against the customer. But if a customer, contingently liable to 
the banker on bills discounted for liim, becomes banlcrupt, the 
banktu- is entitled to retain until maturity and payment sufficient 
of any credit balance to meet the contingeiil liability on the bills. 

147. Rebate.— The term “ rebate ” is generally applied to the 
allowance made to an acceptor (or other party liable on the bill) 
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who retires his acceptance before it is clue. This allowance is calcu- 
lated at an agreed rate on the amount of the bill for the time the 
bill has still to run. When the bill is given up under rebate it 
should be, indorsed with a discharge such as : “ Received payment 

of the within bill this day of from under rebate at 

per cent, per annum.” 

The word “ Rebate ” has also other meanings. When bankers 
discount bills, it is the practice to credit the discount charged at 
once to Discount Account (or other subsidiary Profit and Loss 
Account), but since the discount on a bill is not earned until the 
bill matures, it follows that at any given date, as at the half-yearly 
balances, credit will have been taken for discount not yet earned. 
Accordingly, to counteract this, the amount of unearned discount 
is calculated and debited to Discount Account, and the amount 
carried forward to the next half-year. The amount of unearned 
discount, or, as it is generally called, “ Rebate on Bills Discounted,” 
sometimes figures as a separate item on the Liabilities side of a Bank 
Balance Sheet. In other Bank Balance Sheets this item is shown 
in the following, or a similar, form : ‘‘ Current Deposit, and other 
Accounts, including Rebate on bills not due, and provision for 
contingencies.” Ti\ this way the current half-year only receives 
credit for discount actually earned in the pcTiod under review. Any 
amount of interest or commission refunded to a customer is also 
called a “ Rebate.” 

148. Payment of Bill by Banker. — When a drawee accepts a bill 
payable elsewhere than at his business or i)rivate address, the bill 
is said to be “ domiciled ” at the place of payment. Unless a 
banker has expressly or impliedly agreed to pay bills domiciled with 
him, he is under no legal obligation to do so, even though the 
customer has a balance sufficient to meet the bills. But if a bill 
is presented to a banker bearing an acceptance domiciling the bill 
with him, he is entitled to pay it, irrespective of the state of the 
account. Such an acceptance is in itself sufficient authority to 
justify the banker paying the bill, and charging it to the customer’s 
account. Instead of the normal relationship of debtor and creditor, 
the relationship between a customer and a banker paying domi- 
ciled bills is that of principal and agent. In the provinces, bankers 
usually require an advice to pay bills domiciled with them, but 
London bankers generally pay without an advice. If, however, a 
country banker has been in the habit of paying a customev’s bills 
without advice, he cannot alter his method of procc'dure without 
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giving due notice to his customer. Advice forms offer some 
advantages, but they cannot be taken to guarantee the genuineness 
of any indorsements on the bill. 

When paying domiciled bills many of the considerations to be 
borne in mind are similar to those arising when paying a cheque 
— the acce})tor of a bill b(dng in a position analogous to that of 
the drawer of a clieque. The following are the points which the 
paying banker must consider. That the instrument is in form a 
bill of ex(;hange ; that it is properly stamped ; that the acceptor’s 
signature is genuine ; that the bill is due ; that the bill is in order 
as H'gards the words and figun's, confirmation of material altera- 
tions and the indorsements. Furthermore, the aceeptor must not 
have countermanded payment, or be dead or bankrupt. These and 
other considcTations are dealt with elsewhere. 

If the bill is overdue, it does not appear that the banker is 
bound to pay it, but he would be justified in doing so, i)articularly 
if the bill is not long overdue. In such circumstances it is always 
d(isirable to get the acceptor’s authority before paying the bill. As 
in the case? of clieques, if a customer pays in si)ecially to meet a certain 
bill, the banlau* must a]}ply the credit as directed, without regard 
to the condition of the customer’s account. 

A bill to which the drawee’s signature has been forged is not 
his bill, and if a banker pays such a bill he cannot debit it to the 
drawee’s account, unless the drawee, by his acts or conduct, is 
precluded from setting up the forgery. Wiiere the banker has paid 
to a bond fide hokhu' a bill bearing a forged aeceplance, the banker 
cannot compel the bond fide holder to return the money if the 
holder has been in possession long enough to have altered his 
position, and this is probably so, even though ho may not actually 
liave altered his position. 

If a person not a customer sends a bill domicihal with a banker 
to that banker with a request that the ])roceeds may be remitted 
to him, the banker should decline to accede to the request, and 
should return the bill, pointing out to the sender that the bill must 
be presented in the manner consonant with mercantile custom and 
usage. 

149. Dishonour of Bill.— A bill of exchange may be dishonoured 
by non-acceptance or non-payment. When a bill is duly presented 
for acceptance and is not accepted within the customary time, the 
person presenting it must treat it as dishonoured by, non-acceptance. 
If he do not, the holder will lose his right of recourse against the 
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drawer and indorsers (e). The “customary time “ in this con- 
nection is considered to be twenty-four hours. A bill is dishonoured 
by non-acceptancc when acceptance is refused or cannot be obtained 
or when presentment is excused and the bill remains unaccepted (/). 
On dishonour by non-acceptancc an immediate right of recourse 
against the drawer and indorsers accrues to the holder, provided 
certain formalities have been complied with. No presentment for 
payment is necessary ((/). 

A bill is dishonoured by non-payment when it is duly presented 
for payment which is refused or cannot be obtained, or when pre- 
sentment is excused and the bill is overdue and unpaid (h). On 
dishonour by non-payment an immediate right of recourse against 
the drawer and indorsers accrues to the holder (i), provided due 
notice of dishonour lias been given, and also against the acceptor, 
to whom notice need not be sent (j). 

An action on a dishonoured bill may be commenced at any time 
aft('r the expiration of the last day of grace, and within six years 
from the date when the right to bring an action first accrued. The 
person to bring the action is the person entitled to receive the 
money. 

Where a bill is dishonoured in this country the holder may 
recover from any party liable on the bill, and the drawer who has 
been compelled to pay the bill may recover from the acceptor, and 
an indorser who has been compelled to pay the bill may recover 
from the accejotor, drawer or a prior indorser : (1) the amount of 
the bill ; (2) interest from the time of presentment for payment 
if the bill is payable on demand, and from the maturity of the bill 
in any other case ; and (3) the expenses of noting, or of protest if 
it is necessary (A;). Where a bill is dishonoured abroad the sum 
recoverable is the amount of the re-exchange with interest thereon 
until the time of payment (1). Re-exchange can only arise when 
bills are dishonoured in a country different from that in which they 
were drawn or indorsed, and covers the loss involved by such dis- 
honour. The following illustration will make this clear. Suppose 
a London banker buys a bill for £100 di'awn in London on a merchant 
in Trinidad and the bill is dishonoured, then the banker is entitled 
to claim from the drawer such a sum as will realise in Trinidad the 
amount of the bill at the rate of exchange current in Trinidad at the 

(e) Section 42 (1). (/) Section 43 (1). (g) Section 43 ^2). 

(h) Section 47 (1). (t) Section 47 (2). (j) Section 52 (3). 

(k) Section 57 (1, a, 6, c). (/) Section 57 (2). 
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time of its dishonour, plus the usual expenses of protest, Ktani])s, 
etc. Hence, if tlie discount in Trinidad for the pureJiase of sterling? 
hills on London is 1 per cent., tlie banker is entitled to claiui from 
the drawer £101, plus tlie usual expenses. Tliat is, the JioJdcT of. 
a bill dishonoured abroad is entitled to claim such a sum as will ])ut 
him in funds in the foreign country as if the bill had been duly paid. 

150. Notice of Dishonour— The general rule is that, when a bill 
has been dishonoured by non-acceptance or non-payment, notice of 
dishonour must bo given to the drawer and each indorser, and any 
drawer or indorser to whom such notice is not given is dis- 
charged (m). Where, however, a bill is dishonoured by non- 
acc('])tance, and notice of dishonour is not given, the rights of a 
holder in due cours(^ subsequent to the omission arc not prejudiced 
by the omission (n). Further, if a bill is dishonoured by non- 
ac^oeptanee and due notice of dishonour is given, it is not necessary 
to give notice of a subsequent dishonour by non-pay ment unless 
in the nu'antime the bill has been accept ('d (o). 

151. Persons Authorised to Serve Notice - must be given 

by or on behalf of the holder or by or on behalf of an indorser 
who, at the time of giving it, is himself liable on the bill (p). 
Hence it cannot be giv(‘n by an indorser if such party lias been dis- 
charged for want of punctual notice. Notice may be given by an 
agt'iit either in his own name or in the name of any party entitled 
to giv(' notice, whether that party be his principal or not {q). 
Effect.- Notice given by the holder, or on his Ixdialf, enures for the 
benefit of subsequent holders and all prior indorsers who have a 
right of recourse against the party to whom it, is given (r). Notice 
give'll by or on be'half of an indorser enures for the benefit of the 
holele'r, and all indorsc'rs subse'quent te) the ]>arty to whom notice 
is given (s). “ Enures ” here means “ takes effect.” 

152. To whom Notice must be given. — As stated, notice must be 
given to the^ drawer and each indorser. Insteael of giving it to the 
party himself, it may be given to his agent in that matter (/). A 
notice left at the drawer’s or indorser’s shop or office will suffice. 
Where the pi'rson giving notice knows that the drawer or indorser 
is dead, notice must be given to a personal reiiresentative, if there 
be one and he can be found (u). If the jiarty^ entitled to receive 
notice is bankrupt, notice may be given either to the party him- 

{ni) Si'ctioii 48. (n) Section 48 (1). (o) Section 48 (2). 

(/>) Section 49(1). (7) Section 49 (2). (r) Section 40 (3). 

(.v) Section 49 (4). (0 Section 49 (8). (,/) Section 49 (9). 
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self or to the trustee (y). Where there are two or more drawers or 
indorsers, not partners, notice must be given to each, unless one 
has authority to receive notice for the others (w). Where a bill 
when dishonoured is in the hands of an agent he may either give 
notice to the parties liable on the bill or give notice to his principal (x). 

In the case of branches of a bank, each branch in giving notice 
of dishonour is considered as an independent iudder, ami therfl'nie 
entitled, within the usual time, to receive notice from and tv) transmit 
notice to the other branch(‘s of the same bank. 

It has been stated above that any party to a dishonoured bill 
who docs not receive due notice of dishonour is discharged from 
his liability. The holder, therefore, of a dishonoured bill should, 
for his own protection, himself send a notice to all parties liable 
on the instrument. If he does not do so, then his right to sue any 
party other than his own indorser (to whom he would naturally 
give notice) and the acceptor, would depend upon the promptness 
with which the party to whom he gives notice sends on the notice 
to the party from whom he, in turn, received the bill. And this 
second party must, in like manner, promptly transmit the notice 
to his transferor, and so on. If the holder himself gives notice to 
the drawer and all indorsers, he avoids all risk of loss that might 
be incurred through the negligence of the other parties. 

Another point of importance is that the notice must be given 
by a party who is himself liable on the bill. Hence, prompt notice 
by the holder to his transferor A makes A liable, and he, in his 
turn, by giving prompt notice to his transferor B can make B 
liable. But if A so delays in giving notice to B as to make his 
notice ineffectual, then B, being no longer liable on the bill, cannot 
give an effectual notice to his transferor C. 

153. Form of Notice , — ^Notice may be written or verbal, or partly 
written and partly verbal, and may be given in any terms which 
sufficiently identify the bill and convey the fact of its dishonour (y). 
The return of the bill itself is a sufficient notice ( 2 ), but, of course, 
a holder w^ould not usually adopt this method. A written notice 
need not be signed (a), and need not state on whose behalf it was 
given. A misdescription of the bill does not vitiate the notice 
unless the party to whom notice is given is misled thereby (6). Where 
notice of dishonour is duly addressed and posted the sender is 
deemed to have given due notice, notwithstanding any miscarriage 

{v) Sc(itioii 49 (10). {w) Sodtioii 49 (11). (.r) Scutioii 49 (13). 

{y) Section 49 (5 and 7). (z) Section 49 (6). (a) and (6) Section 49 (7). 
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by the post office (c). Notice by tclegrani or telephone is probably 
good ; the latter would appear to be included in the eategory of 
personal or verbal communications (d). 

A suitable form of notice is as follows — 


To 


Adtlross, 

Date. 


Dear Sir, 

I hereby givf’i yon notice that tlie iindennentioiK'd bill upon 
which 3^011 are liable as di'awer (or itidorsrr) has b('eii disliononred by iion- 
payiiKMit {or non~(vcccj)t(mce) . I have to rec^nest immediate payment of 
j the amount of the said bill £ , together with expenses total 

t 


Yours failhfullv', 


' Manager, 

Amount £ 

I Dato 'renor Due 

I Drawer 

Ace(‘ptor 

! I ndor.se rs 

I I’a^Mible at 

] Answer given 


154. Time for Giving Notice . — Notice may given as soon as 
the bill is (lishononred, and must be given within a reasonable time 
thereafter (e). If the person giving and the pta’son to receive 
notice reside in the same place, notice to be elToctiial must reach 
the latter on the day after dishonour. Wlu're they reside in 
different places, notice must be sent off not later than the day after 
dishonour, if there be a post at a convenient hour on that day, 
and if not, by the next post thereafter (/). \Vlu‘re a party to a bill 
receives notice he has himself the same period of time for giving 
notice that the holder has after dishonour {g). An agent giving 
notice to his princi])al must do so within tiie same time as if he 
were the holder, and the principal upon receipt of such notice has 
himself the same time for giving notice as if the agent had been 
an independent holder (h). Delay in giving notice is excused where 
caused by circumstances beyond the control of the party giving 

(c) Section 49 (15). (d) ^Section 49 (5 and 7). 

{€) and (/) Section 49 (12), {y) Section 19 (14). 

( h\ StJiofinn 4.Q M 
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notice, and not imputable to his default, misconduct or negligence. 
When the cause of delay ceases to operate the notice must be 
given with reasonable diligence (i). 

155. When Notice is dispensed with. — Notice of d'shonour is dis- 

pensed with : (1) When, after the exercise of reasonable diligence, 
notice cannot be given to or does not reach the party sought to be 
charged. (2) Where notice is waived. (3) As regards the di'avver : 
(i) where drawer and drawee are the same person ; (ii) where the 
drawee is a fictitious person or a person without capacity to con- 
tract ; (iii) where the drawer is the person to whom the bill is pre- 
siuited for payment ; (iv) where the drawee or acceptor is, as 
between himself and the drawer, under no obligation to accept or 
pay the bill ; (v) where the drawer has countermanded payment. 
(4) As rc'gards an indorser : (i) where the drawee is a fictitious 

person or a person without capacity to contract and the indorser 
was aware of the fact at the time he indorsed the bill ; (ii) where 
the indorsor is the person to whom the bill is presented for pay- 
ment ; (iii) where the bill was accepted or made for his accommo- 
dation (j). 

156. Banker Giving Notice. — If a bill, which a banker has dis- 
counted for a customer, is returned unpaid, he will debit it to his 
customer’s account, returning the dishonoured bill to him. If, 
however, the customer s balance is insufficient, and the banker 
does not wish to allow him an overdraft, the banker can hold the 
bill, and give notice of dishonour at once to his customer and all 
parties liable on the bill. The banker is entitled to retain the 
customer’s balance, and, pending settlement, should debit the bill 
to a suspense account and keep possession of the bill until it is 
paid. 

Where the bill is paid in for collection, the banker is the customer’s 
agent, and as such must give due notice of dishonour to the 
customer, and will be responsible for any loss occasioned by his 
neglect to do so. An agent may either give notice to all parties 
liable on tlie bill, or he may give notice only to his principal. The 
method adopted by a banker in practice is the safer and better 
course of giving notice to the principal, his customer. As a 
matter of fact, this method is not only safer and better, but is also 
less expensive and troublesome, and in most cases, indeed, the only 
practicable method, since the addresses of the other parties are not 
generally known to the banker. If the banker adopted the former 
(i) Section 50 (1). {j) Section 50 (2, a, 6, c, d). 
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cours©, he would be responsible for any loss that might ensue to 
the customer through the banker’s failure to transmit efToctual 
notice to all of the parties liable on the bill. If a banki‘r holds 
a bill as security and it is not paid on presentation, he must gi\e 
due notice of dishonour. 

157. Noting and Protest (A).— A bill is noted in order to secure 
official evidence that it has been dishonoured. When a bill is 
to be noted, the notary public, to whom the dislioiioured bill is 
taken, re-presents it for acceptance or payment, whichever is 
recpiired, and if the drawee or acceptor still refuses to accept or 
pay th(^ bill (as the case may be) the bill is noted. 

The noting is a minute made on a dishonoured bill or on a 
slip of pap(T affixcMl to the bill, by a notary public. The minute 
contains tlu^ date of pn'sentment, the notary’s charges, a reference 
to the notary’s register, and his initials. A slip of paper is also 
attached to the bill stating the substance of the answer given to 
the notary’s clerk wlum he presented the bill, e.g,, “ No effects,” 
No advice.” 

This noting is sometimes followed by a formal document bearing 
th(i notarial seal, and attesting the fact that the bill has been dis- 
honoured-. This document is called a “ protest,” and is accepted 
as evidence in the Courts of every civilised country that the bill 
lias becni dishonoured. The law requires a prob'st to contain a 
copy of tlu^ bill, the notary’s signature, the name of the person for 
whom the bill is protested, the place and date of protest, the cause 
or reason for prot(‘sting, the demand made anrl tlie answer given 
(if any), or tlu^ fact that the drawee or aeei'ptor cotdd not be 
found {1). When^ a bill is lost or destroyed, or is wrongly detained 
from the ])('rson entitk'd to hold it, protest uiMy bt‘ made on a cojiy 
or writtem iiarticulars thereof (m). 

l.*IlOTKST Ob’ \ BiLT. for NON-AcCei'TANCR. 

On this tho day of One thousand nine hundred and 

at tho re(|uest of A. B., of the City of London, merchant, and holder of tho 
original hill of exchange, a true copy of which is on tho other side written {or 
is underwritten), I, K. I)., of the said City, Notary Public, by royal (or lawful) 
authority iluly admitted and sworn, did produce and exhibit the said original 
hill of exchange to C. 1). on whom it was drawn, at [his address) for his accept- 
ance, and di'inanded acceptance thereof, to which ho replied that it would not 
he accepted at present (or the answer given). Wherefore T, the said Notary, 

(A-) NoTifi. -^riie spccimoii forms in this Article arc taken from Brooke’s 
Solart^. 

(/) Section 51 (7). 


(m) Section 51 (8). 
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at tlio ro(iaost aforesaid did protest, and by thijsc presents do solemnly f)rot( sL 
against the drawer of iho said bill of exchange and all other pi tie s thereto, 
and all others whom it doth or may concern, for exchange, le-oxchangr, and 
all costs, damages, charges and inUjrcst already incnrrcfl and b) bo Ian after 
incurred by retison of the non-acceptance of the said bill of exchange, i’hns 
dofic and protested at in the presenct; nf 1*]. K. and U. JT., witnesses. 

D.iti'd this day of One ihon.-^and nhie hunrlp d and .... 

Which J iit t«\ : 

(Seal: K. O. 

>-}tary Public, ^ 

ihioTu.sT OF A Hill on Non-Payment. 

On this the day of {continue as in othf'T form) did produce and ( xhibit 

the said bill to E. K., on whom the s,n<l bill Wiis drawn {and by whom the same 
was nccA'yted, if the hill has been acreyfed) at his onice situate at, etc., and demand 
]).iyin ‘ut. thereof, and ho answenal that it would not be paid. 

WMmreujion I, the said Notary, at the rocpiest afon'said, did protest ami 
by IIk'sc^ presents do prote'st iigiiirist the drawer of the said bill, and all other 
[) irties t h(‘r('to, and jill others (concerned, for exclningi*, re-exchange and all 
(josts, charg<*s, diimages and int.'n .st, present and to corne {or future) for want 
of payment of tln^ said bill. 

Thus done, etc.. 

Which I attc'St, 

(Seal) R. D. 

Notary Public. 

Where a foreign bill has been dishonoured by non-acceptancc 
it must be duly protested for non-acceptance, and where such a 
bill, whicli has not been previously dishonoured by non-acceptance, 
is dishonoured by non-payment, it must be duly protested for non- 
payment ; if this formality is omitted, the drawer and indorsers 
will be discharged from all liability on the bill (?i), but the acceptor 
remains liable (o). Jf a foreign bill has been accepted as to part 
it must be protested as to the balance (p). A foreign promissory 
note which has been dishonoured does not require to be pro- 
tested (q), but, in })ractice, it may be d(‘sirable to protest a note 
bearing a foreign indorsement in order to facilitate any action 
against the foreign party. A bill which has been protested for 
non-acceptancc may be subsequently protested for non-payment (r). 

Where an inland bill has been dishonoured by non-acce2')tance 
or non-pa 3 mient it may, if the holder thinks fit, bo noted, and if 
the bill is for a large amount, or if legal j^roceedings are likely, or 
if there are several indorsers, it may be desirable for the holder to 
have an inland bill noted or jirotested, but such a course is not 
legally necessary in ord(*r to jireserve recourse against the drawer 

{n) Soctioii 51 (2). (o) Section 52 (3). {p) Section 44 (2'. 

{q) Section S9 (4) (r) Section 51 (3). 
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and indorsers (s). If, however, an inland bill is to be accepted for 
honour or paid for honour, protest for non-acceptance or non- 
payment, as the case may be, is a necessary preliminary (t). 

When a bill is noted or protested it may be noted on the day 
of its dishonour, and must be noted not later than the next suc- 
ceeding day. This is provided for by the Bills of Exchange (Time 
of Noting) Act, 1917. As, however, s. 45 (1) of the Bills of Exchange 
Act states that a bill not payable on demand must be presented on 
the day it falls due, a notary, when noting such a bill, should do so 
on the day of maturity, in order that he can testify that the bill was 
duly presented on the day it fell due. If a bill has been duly noted the 
protest may be extended subsequently as of the date of the noting (ii). 
The place of dishonour is the place in which to protest a bill ; but 
(1) a bill presented by post, and returned by post dishonoured, 
may be protested at the place to which it is returned, and on the 
day of its return, if received during business hours, and if not so 
nxeived, then not later than the next business day ; (2) if a bill, 
drawn payable at the business place or residence of Siimc person 
other than the drawee, is dishonoured by non-acceptance, it must 
be jirotested for non-payment at the place where it is expressed to 
be payable, and no further presentment for payment to, or demand 
on, the drawee is necessary (v). 

Where a bill or note is required to be protested within a speci- 
fied time, or before some further proceeding is takiai, it is sufficient 
that the bill has been noted for protest befor(‘ tli(‘ expiration of 
the sjiecified time or the taking of the proceeding ; and the formal 
protest may be extended at any time thereafter as of the date of 
the noting (w). 

ProU'st is dispensed with by any circumstances which would 
dispense with notice of dishonour. J)elay in noting or jirotesting 
is excused when caused by circumstauces beyond the control of the 
holder, and not imputable to his default, misconduct or negligence. 
When the cause of delay ceases to operate the bill must be noted 
or protested with reasonable diligence (.r). 

158. Protest for Better Security . — On the bankruptcy of the 
acceptor during the currency of a bill, the holder may cause it to 
be protested for better security against tlie drawer and indorsers (y), 

{s) Srotioii 51 (1), 

{t) Sections OotDand 08 (1). See Accoptfinro for Honour and rayment 
for Honour post. (u) Section 51 (4). (tq Section 51 (G). 

({/;) Section 93. (*) Section 51 (9). (y) Section 51 (5). 
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This must not be taken to imply that the holder, on the acceptor’s 
bankruptcy, can demand further security from the drawer and 
indorsers that the bill will be met at maturity, though under some 
foreign codes a protest in such circumstances will enable the holder 
to do this. The only effect so far as the law of this country is con- 
cerned is that anyone who desires to accept the bill for honour, may 
do so as if it had been protested for dishonour by non-acceptance. 

159. Householder's Protest. — Where a dishonoured bill or note 
has to be protested, and no notary is available at the place of dis- 
honour, any householder or substantial resident may, in the 
presence of two witnesses, give a certificate, signed by them, attest- 
ing the dishonour of the bill, and the certificate will operate as if 
it were a formal protest of the bill {z). The following form, which 
is given in the first schedule to the Bills of Exchange Act, may 
be used for this purpose — 

Know all men that I, A. J3. [Jiouseholder^ of in the 

county of in the United Kingdom, at the request of C. D., 

there being no notary public available, did on the day of 

at demand payment (or acceptance) of the bill of exchange here- 

under written, from K. F., to which demand ho made answer {state answer, 
if any) wherefore 1 now, in the presence of G. H. and J. K., do protest the said 
bill of exchange. 

(Signed) A. B., 

J ^ 

The bill itself should be annexed, or a copy of the bill, and all 
that is written thereon, should be underwritten. 

160. Collecting Banker's Duty as to Noting and Protesting . — 
When a banker presents a bill which he has received for collection 
and it is dishonoured, he must carry out his customer's instruc- 
tions as to noting and protesting, and he will be liable if he 
neglects to do so. In the absence of instructions to the contrary, 
a banker would not usually note a dishonoured inland bill, but if 
the bill is a foreign bill, the banker must protest it, unless he has 
received precise instructions from his customer or correspondent 
not to do so. If a notary public is not available a householder’s 
protest must be drawn up. The banker, however, may content 
himself with noting the foreign bill, pending further instructions as 
to the formal protest. He is justified in doing this, because, as 
already stated, if the bill is duly noted, the formal protest may be 

(z) Section 94. 

11 
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extended any time tJiercaftcr as of the date of noting. It is the 
custom of some country banks to send bills for noting to the notary 
a short time before the close of business, but in London the practice 
is to send them after closing time. This gives an opportunity for 
the bill to be taken up at the presenting bank right up to the 
close of business. It is the practice, in some cases, to mark inland 
bills “ N/N,” which means “Not to be noted.’* 

161. Stamp on Protest . — Protests are subject to stamp duty. 
Where the stamp duty on the dishonoured bill or note does not 
exceed one shilling, the protest requires a stamp of the same 
amount as on the bill or note. In any other case, the stamp is 
one shilling. The stamp may be an adhesive one, Avhich must bo 
cancelled by the notary (Stamp Act, 1891, s. 90 and sched.). An 
impressed stamp luay also be used. The stamp duty on any 
notarial act other than a ])rotest is one shilling. There is no stamp 
duty required in connection with noting. 

162. Effect of Statute of Limitations on Bills. -The statute begins 
to run from tlu) time the right of action lii-st accrued, and no 
action can be maintained unless it be brought within six years 
from that time. The barring of a holder’s right of action bars also 
his transferee’s right of action. Normally, th(^ time begins to run 
in the acceptor’s favour from the due date of the bill, unless by 
the terms of the acceptance, presentment to the accc'ptor for pay- 
ment is requisite, in which case it would appear that the time runs 
from the date of presentment. If the bill is accepted after its due 
date, it is considered that the time would run from the date of 
acceptance (Chalmers’s Bills of Exchange, 8th edition, p. 337). If 
the bill is payable on demand, the time begins to run in the 
acc(q)tor’s favour from the date of issue (presumably the date of 
(he bill) and not from the date of demand or dishonour. So far 
as r('gards the drawer and indorsers, the statute, generally speaking, 
b('gins to run from the time when notice of dish(niour was first received. 

A bill may be taken out of the Statute by an acknowledgment 
in writing of the debt, signed by the I3arty to be charged, or by 
his authorised ag(‘nt, or by a payment by that party on account 
of interest or priuci})al. 

163. Discharge of Bill. — Complete discharge of a bill is effected 
only when all the rights of action upon the instrument are extin- 
guished. Payment, merger, waiver, cancellation and alteration are 
the grounds of discharge. 

Payment . — A bill is discharged by payment in flue course by, 
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or on behalf of, the drawee or acceptor. “ Payment in due course ’’ 
means payment made at, or after, the maturity of the bill to the 
holder thereof in good faith and without notice that his title to 
the bill is defective (a). Payment to a person who takes through 
or under a forged indorsement is not payment to the holder, and 
will not operate as a discharge, but a banker who pays in good faith 
and in the ordinary course of business to a person claiming thr(»ugh 
a forged indorsement a cheque drawn upon himself is juotectod (6). 

Payment must be in legal tender money, unless the holder 
agrees to accept some other form of payment. The exact sum 
must be tendered, but a part payment will discharge the bill pro 
tanto. If the holder takes the acceptor’s cheque in exchange for 
the bill, the holder will lose his rights against the drawer and 
indorsers of the bill, and if the cheque is dishonoured his only 
remedy is against the acceptor as drawer of the cheque. Payment 
by the drawer or indorser of a bill docs not, generally speaking, 
operate as a discharge (c), but if an accommodation bill is paid in 
due course by the party accommodated it is discharged (d), for 
such party is the person primarily liable. If a bill payable to a 
third party is paid by the drawer, the drawer may enforce pay- 
ment of the bill against the acceptor, but he cannot re-issue the 
bill (e). Where a bill is paid by an indorser, or where a bill payable 
to drawer’s order is paid by the drawer, the payer is remitted to 
his former rights as regards the acceptor or antecedent parties, 
and he may, if he thinks fit, strike out his own and subsequent 
indorsements, and again negotiate the bill (/). 

Merger . — ^An example of discharge by merger is where the 
acceptor becomes the holder of a bill at or after maturity in liis 
own right. 

Waiver . — When the holder of a bill at or after its maturity 
absolutely and unconditionally renounces his rights against the 
acceptor the bill is discharged. The renunciation must be in writing 
unless the bill is delivered up to the acceptor (g). The liabilities 
of any party to a bill may in like manner be renounced by the holder 
before, at, or after its maturity, but the rights of a holder in due 
course without notice of the renunciation are not affected by it (h). 
Cancellation . — Where a bill is intentionally cancelled by the 
holder or his agent, and the cancellation is apparent thereon, the 

(a) Section 59 (1). (6) Section 60. (c) Section 59 (2). 

(d) Section 59 (3). (e) Section 59 (2, a). (/) Section 59 (2, b), 

(ff) Section 62 (I) (h) Section 62 (2). 
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bill is discharged (i). In like manner any party liable on a bill 
may be discharged by the intentional cancellation of his signature 
by the holder or his agent. In such case any indorser who would 
have had a right of recourse against the party whose signature is 
cancelled is also discharged (j). An unintentional, mistaken or 
unauthorised cancellation is inoperative, but the burden of proof 
lies on the party who alleges that the cancellation was uninten- 
tional, mistaken or unauthorised (k). It sometimes happens that 
a banker wishes to return a bill which he has cancelled, in which 
case he marks it “ Cancelled in error,” and adds his initials, and 
provided the bill bears no foreign indorsements, his mistake in 
cancelling the bill is rectified. If, however, there is a foreign 
indorsement, difficulty may arise, as in some foreign countries no 
recourse is possible against a party whose signature has been 
cancelled, even though the concellation was done in error. 
Accordingly, it is possible that the holder or remitting banker in 
such a case may be justified in refusing to accept the returned 
bill, or in demanding an indemnity. 

Discharge by Alteration, see p. 120. 

104. Acceptance for Honour. — ^Where a bill has been protested 
for dishonour by non-acceptance, or protested for better security 
and is not overdue, any person not already liable on the bill may, 
with the holder’s consent, accept the bill supra protest for the 
Iionour of any party liable tliereon, or for the honour of the person 
for wliose account the bill is drawn (1). Such an acceptance must 
ho, written on the bill, and indicate that it is an acceptance for 
honour, and be signed by the acceptor for honour (w). If it does 
not expressly state for whose honour it is made it is deemed to be 
an aeei'ptanee for the honour of the drawer (n). An acceptance 
for honour may be for part only of the sum for whicli it is drawn (o). 
The following are examples of such acceptances — 

(i) AccopUni supra protest, 

William J3kown, 

(ii) Accepted S.P., 

William Pkown. 

(iii) Accoptod supra protest for tlio Iionour of John Robinson, 

William Brown. 

(tv) Accoptocl supra protest for the honour of John Robinson, with notarial 
chnrHos total £ 

William Bbowm. 

(t) Section 03 (I). (j) Section 03 (2). (t) Section 03 (3) 

(1) Section 05 (1). (m) Section 65 (3). („) Section 65 (4) 

(o) Section 66 (2). 
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The expression “supra protest means “after protest.” 

The acceptor for honour of a bill undertakes to pay it on due 
presentment, if it is not paid by the drawee, provided it has been 
duly presented for payment, and protested for non-payment, and 
that he receives notice of these facts (p). The acceptor for honour 
is liable to the holder and to all parties subsequent to the party 
for whose honour he has accepted (q). 

A dishonoured bill which has been accepted for honour supra 
protest must be protested for non-payment before it is presented 
for payment to the acceptor for honour (r). Thus the holder of 
a bill which is to be accepted for honour must first present it to 
the drawee and protest it for dishonour by non-acceptance. Having 
secured the acceptance for honour, he must again present the bill 
to the drawee on the due date, and protest it for non-payment. 
This second presentment is made because “ effects often reach the 
drawee, who has refused acceptance in the first instance, out of 
which the bill may and would bo satisfied if presented to him again 
when the period of payment had arrived.” 

Where the address of the acceptor for honour is in the same 
place where the bill is protested for non-payment, the bill must 
be presented to him not later than the day following its maturity ; 
and where the address is not in that place, the bill must be for- 
warded not later than the day following its maturity for present- 
ment to him (s). Delay in presentment or non-presentment is 
excused by any circumstance which would excuse delay in present- 
ment for payment or non -presentment for payment (t). If a bill 
is dishonoured by the acceptor for honour it must be protested for 
non-payment by him (14). This is a case where protest is equally 
necessary, whether the bill be an inland or a foreign bill. 

As to the maturity of a bill payable after sight which is accepted 
for honour, see p. 119. 

165. Payment lor Honour, — Payments for honour are not frequent 
in practice, and their intention is chiefly to preserve the credit of 
the persons for whom they are made. 

Where a bill has been protested for non-payment, any person 
may pay it supra protest for the honour of any party liable thereon, 
or for the honour of the person for whose account the bill is 
drawn (v). Such a payment must be attested by a notarial act 

(p) Section 66 ( 1 ). ( 7 ) Section 66 ( 2 ). (r) Section 67 (1). 

( 5 ) Section 67 (2). (<) Section 67 (3). (u) Section 67 (4). 

(v) Section 68 (1). 
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of lioiKnir whicli may be appended to the protest or form an 
extension of it (w). The notarial act of honour must be founded 
on a declaration made by the payer for honour, or his agent in 
that matter, declaring his intention to pay the bill for honour, and 
for whose honour he pays (x). The following is an example : — 

A(it of Honour on l’uyiii(3nt. (to bo written at the foot of the Protest). 

Aft(Mvvar(ls on tlio .... (Jay of in the year aforesaid before nio 

the said notary and witnosscs appeared Messrs. A. B. and Co., of London, 
inoreliants, and declared that tlioy would pay the bill of exchange before pro- 
testtMi under protest for tlio honour and upon the account of the C. D. Bank, 
J5erlin, th(3 second indonsers on the said bill. 

Holding, novertheloss, the said .second indor.sc'rs and all others concerned 
ahvay.s bound and obliged for reiinburseinent in duo form of law and according 
to the custom of merchants. 

J*rincij)a,l £100 : 0:0 Which 7 attest. 

Notarial Charg(‘s 13 : 0 K. F., 

1 MrOorir PiiMlP 

£100 : 13 : 0 

llijcc'ived the .... day of 19 , from Messrs. A. B. and Co., 

the sum of One Hundred [)ounds, thirteen shillings sterling, the amount of the 
said bill and notarial charges thereon. 


Wliore two or more j)ersons offer to pay a bill for the honour 
of flilTereiit parties, tlie person whose payment will discharge most 
parties to the bill has the preference (y). Whore a bill has been 
paid for honour all parties subsequent to the party for whose honour 
it is paid are discharged, but the payer for honour succeeds to the 
riglits and duties of the holder as regards tlie party for whose 
honour he pays and all parties liable to that party (z). The payer 
for honour is ciititlod to receive the bill and tin* protest on paying 
to tlie holder tlie amount of the bill and the notarial expenses (a). 
If tlu^ holder of a bill refuses to receive payment supra protest ho 
losi'S his right of recourse against any party who would have been 
discharged by such payment (5). 

106. Lost Bills. — If a bill is lost before it is overdue the person 
wlio was the holder of it can compel the drawer to give him 
another bill of the same tenor on indemnifying the latter against 
all persons in ease the bill is subsequently found (c). In any action 
on a bill, the Court may order that the loss of the instrument shall 
not be set up providt'd a satisfactory indemnity be given (r/). (See 
also Lo.s'/ Cheques, p. 40.) 

(le) Section ()S (3). (.r) Soetmn (»S (4). {y) Section 08 (2). 

(r) Section 08 (5). (u) Section 08 (0). (f,) Section 08 (7). 

(c) Section 09. (d) Section 7{b 
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1G7. Bills in a Set. — A bill in a set is a bill of exchange that is 
drawn in two or three parts, each part being on a separate piece 
of paper. Each part must be worded exactly the same as the 
other parts, except that the parts are called respectively, the 
“ First of Exchange,” “ Second of Exchange,” and “ Third of 
Exchange,” and are so referred to in each of the other parts. 
Inland bills — that is, bills drawn by one person on another, both 
of whom are resident in this country — are not drawn in sets. 
Bills are drawn in sets by foreign traders on persons in this 
country, and vice versa, and arc so drawn to minimise the risk of 
loss in transmission from one country to another. Bankers usually 
issue drafts on foreign countries in two parts, one being marked 
“ Original ” and the other “ Duplicate.” 

When a bill is drawn in two or throe parts, the first part is 
often sent to a banker, or correspondent, in the country drawn on, 
in order that he may present the bill to the drawee for acceptance. 
After acceptance has been obtained, the correspondent retains 
the first part until it is claimed by the holder of the other part 
or parts. In order that such holder shall know to whom to 
apply for the “ First of Excliange,” a reference, “ First with 
Messrs. A. B. & Co.,” is written on the remaining j)art or parts. 
On seeing this statement, the holder knows that A. B. & Co. hold 
the first and accepted part, and all he has to do to secure posses- 
sion of it is to iDroduce the remaining part or parts. All parts arc 
then together and the whole constitutes one bill (e). By sending 
the first part forward in this manner the advantage of earlier 
acceptance is obtained. Only one part of a set has to be stamped. 

Specimen Form of a Bill in a Set having Three Parts. 

First Part — 


btamp. 703, Commercial Buildings y 

LoMdon, 

10^/t June, 1930. 

Sixty days after siglit pay this First of Fxcliango (Second and Third 
of the same date and tenor being unpaid) to the order of F. Jaasma and 
Co. the sum of One Hundred pounds, value received. 

James Norton. 

To Fritz Evers, 

Amsterdam. 


(e) Section 71 (1). 
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Second Part. 


Stamp. 703, Commercial Buildings, 

London, 

£100. 10//t June, 1930. 

Si.xty days aflor sight pay this Second of Kxehaiigo (First and Tliird of 
the same date and tenor h(*ing unpaid) to tlie order of F Jaasina and Co. 
the sum of One Hundred pounds, value received. 

James Norton. 

'I\) Fritz Fvors, 

Amsterdam. 


'riiird Part. 


Stamp. 703, Commercial Buildings, 

London, 

£100. 10/7i June, 1930. 

Sixty days after siglit pay this Third of Exchange (First and Second of 
the same date and tenor l)oing unpaid) to the order of F. Jaasma and Co. 
tlie sum of One Hundred pounds, value received. 

James Norton. 

To Fritz Evers, 

Amsterdam. 


108. Statute Law Governing Bills in a Set . — Where a bill is drawn 
in a set, each pari of the set being numbered, and containing a 
reference to the other parts, the wliole of the parts constitute one 
bill (/). When^ the holder of a S('t indorses two or more parts to 
ditlereiit persons he is liable on every such part, and every indorser 
subsequent to him is liable on the part he has himself indorsed as 
if the said parts were separate bills (g). Where two or more parts 
of a set are negotiated to different holders in due course, the holder 
whose title first accrues is, as between such holders, deemed the 
tiue owner of the bill ; but this does not affect the rights of a 
person who in due course accepts or pays the part first presented 
to him (A). The acceptance may be written on any part, and it 
must be written on one part only. If the drawee accepts more than 
one part, and such accepted parts get into the hands of different 
holders in due course, he is liable on every such part as if it were 
a separate bill (»). When the acceptor of a bill drawn in a set 


if) Section 71 (1). 
(h) Section 71 (3). 


(g) Section 71 (2). 
(i) Section 71 (4). 
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pays it without requiring the part bearing his acceptance to be 
delivered up to him, and that part at maturity is outstanding in 
the hands of a holder in due course, he is liable to the holder 
thereof (j). Subject to the preceding rules, where any one part of 
a bill drawn in a set is discharged by payment or otherwise the 
whole bill is discharged (k). 

169. Conflict 0l Laws. — Where a bill, drawn in one country, is 
negotiated, accepted, or payable in another country, difficulties 
may arise as to which country’s statutes and regulations are to 
decide the matter. In the general way, the maxim “ locus regit 
actum,” which means “ the place governs the act,” decides the 
matter. There are some exceptions, but this is the general rule 
followed when determining the rights, duties, and liabilities of the 
parties. Thus the validity of a bill as regards its form is determined 
by the law of the place of issue, and the validity as regards requisites 
in form of the supervening contracts, such as acceptance, or indorse- 
ment, or acceptance supra protest, is determined by the law of the 
place where such contract was made (1). But a bill issued out of the 
United Kingdom is not invalid in the United Kingdom because it is 
not stamped in accordance with the law of the place of issue (m), 
and if a bill conforms, as regards requisites in form, to the law of the 
United Kingdom, it may, for the purpose of enforcing payment, 
be treated as valid as between all persons who negotiate, hold or 
become parties to it in the United Kingdom (n). The interpretation 
of the drawing, indorsement, acceptance or acceptance supra protest 
of a bill is determined by the law of the place where such contract 
is made, but where an inland bill is indorsed in a foreign country 
the indorsement, as regards the payer, is interpreted according to 
the law of the United Kingdom (o). The duties of the holder with 
respect to presentment for acceptance or payment and the necessity 
for or sufficiency of a protest or notice of dishonour or otherwise 
are determined by the law of the place where the act is done or the 
bill is dishonoured (p). 

(j) Section 71 (5). (k) Section 71 (6). (1) Section 72 (1). 

(m) Section 72 (1, a). (n) Section 72 (1, b). (o) Section 72 (2). 

(p) Section 72 (3). 
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170. Definition, etc.— A promissory note is an unconditional promise 
in writing made by one person to another, signed by the maker, 
engaging to pay on demand, or at a fixed or determinable future 
time, a sum certain in money to, or to the order of, a specified 
person, or to bearer (a). An instrument in the form of a note pay- 
able to maker’s order is not a note until it is indorsed by the 
maker (6). A note may contain a pledge of collateral security with 
authority to sell or dispose thereof (c). An instrument in the form 
of a promissory note contained the following clause and was held 
to be a valid promissory note within the meaning of the Bills of 
Exchange Act “ that no time given to, or security taken from, or 
composition or arrangement entered into with either party shall 
prejudice the rights of the holder to proceed against any other 
party.” (Kirkwood v. Carroll, 1903.) It was also held that the 
sum secured by a promissory note can be made payable by stated 
instalments. 

Hence, no precise form is necessary to constitute a promissory 
note, but there must be a definite, unconditional promise in writing 
to pay a sum certain in money, and, as in the case of a bill of 
(exchange, the note must not be payable on a contingency. Thus, 
an instrument reading “ On A’s marriage to B, I promise to pay 
A ten pounds ” would not be a promissory note, and the 
happening of the event does not cure the defect. 

A promissory note is incomplete until delivery thereof to the 
payee or bearer (d). The maker of a promissory note undertakes 
to pay it according to its tenor (e). He is precluded from denying 
to a liolder in due course the existence of the payee and his then 
capacity to indorse (/). 

(a) Soctioii S3 (1). (6) Section 83 (2). (c) Section 83 (3). 

{d) Section St. (ii) Section HS {\), (f) Section 88 (2). 
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A protnisBory note which is, or on tlic face of it purports to be, 
both made and payable within the British Islands is an inland note. 
Any other note is a foreign note {g). 

171. Specimen Forms. 

Promissory Note Payable on Demand. 


Stamp. 

Londoriy 

£10. bth May, 1930. 

On demand I promise to pay at the British Bank I.itd., Lombard St., to 
John Brown or order the sum of Ten pounds, value received. 

James Robinson. 


Promissory Note Payable after Date with Interest. 


I Stamp. 

London, 

£50. 5lh May, 1930. 

One month after date I promise to pay to John Brown or to his order 
the sum of Fifty pounds with interest at the rate of five per cent, per 
annum until payment. 

James Robinson. 


In the above notes, James Robinson is the maker or promissor, 
while John Brown is the payee or promissce. 

172. Joint and Joint and Several Promissory Notes. — A promissory 
note may be made by two or more makers, and they may be liable 
thereon jointly, or jointly and severally, aecording to its tenor {h). 
Where a note runs “ I promise to pay ” and is signed by two or 
more jiersons it is deemed to be their joint and several note (i). 


Joint Promissory Note. 


Stamp. 

London, 

£20. 5th May, 1930. 

On demand wo promise to pay to 3ohn Brown or order the sum of Twenty 
pounds. 

Payable at the British Bank Ltd., James Robinson. 

Lombard St., K.C. Thomas Smith. 


(g) Section 83 (4). 


(h) Section 86 (1). 


(i) Section 85 (2). 
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Joint and Several Promissory Note. 


Stamp. I 

i London , 

£100 bth May, 1930. 

One month aftor date wo jointly and aovorally promise to pay {or I 
promise to pay) to John Brown or order One Hundred pounds. 

James Robinson. 
Thomas Smith. 


A joint liability is not individual but collective ; it is the 
liability of all together. Hence, a joint note is good against all the 
makers jointly. A joint and several liability, on the other hand, 
is the liability of all together and of each one separately. A joint 
and several note in. ado by two or more makers is good against 
them all jointly, or against each one separately, for the full amount 
of the note. If one of the makers of a joint note dies or becomes 
bankrupt, his estate is freed from all liability, and the maker must 
look to the riiinaining party or parties for the whole amount, but 
death or bankruptcy does not release the estate of a party to a 
joint and several note. If a joint note is sued upon, all parties 
must be sued togetluT, as any party not included will be released 
from liability and judgment against one or some, whether satisfied 
or not, will release the other or others. In a joint and several 
note, the holder can sue the parties as he pleases, and the remedy 
against them is not satisfied until 20s. in the £ has been recovered. 

173. Presentment for Payment. — ^Where a note payable on demand 
has been indorsed, it must be presented for payment within a 
reasonable time of the indorsement. Failure to do so discharges 
the indorser ( j). In determining what is a reasonable time regard 
is had to the nature of the instrument, the usage of trade and the 
facts of the case {k). Where a note payable on demand is nego- 
tiated it is not deemed to be overdue, for the purpose of affecting 
the holder witli defects of title of which he had no notice, by reason 
that it appears that a reasonable time for presenting it for pay- 
ment has elapsed since its issue (1). 

Where a promissory note is in the body of it made payable at 
a particular place, such as “ On demand I promise to pay John 
Smith or Order at the Specie Bank Ltd., Northtown, the sum of, 
etc.,” it must be presented for payment at that place to render the 
{j) wSodtion 86 (1). {k) Section 86 (2). {1) Section 86 (3). 
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maker liable. In any other case presentment for payment is not 
necessary in order to render the maker liable (m). Presentment 
for payment is necessary in order to render the indorser of a note 
liable (n). Where a note is in the body of it made payable at a 
particular place, presentment at that place is necessary in order 
to render an indorser liable ; but when a place of payment is indi- 
cated by way of memorandum only, presentment at that place is 
sufficient to render the indorser liable ; but a presentment to the 
maker elsewhere, if sufficient in other respects, also suffices (o). 

174. Promissory Note made Payable at a Bank. — As in the case 
of a bill of exchange, the fact that a promissory note has been made 
payable at a bank justifies the banker in paying it when due and 
debiting it to the maker’s account, but the banker will be liable 
in the event of a forged indorsement on the note. 

175. Application of Provisions of Bills of Exchange Act to Pro- 
missory Notes. — With the necessary modifications, and subject to 
certain exceptions, the provisions of the Bills of Exchange Act 
relating to bills of exchange apply to promissory notes (p). In 
applying these provisions the maker of a note corresponds with 
the acceptor of a bill, and the first indorser of a note corresponds 
with the drawer of an accepted bill payable to drawer’s order {q). 
The provisions relating to presentment for acceptance, acceptance, 
acceptance supra protest and bills in a set do not apply to notes (r). 

Bank notes, which are promissory notes issued by a banker 
and payable to bearer on demand, are dealt with on p. 179. 

(m) Section 87 (1). (n) Section 87 (2). (o) Section 87 (3). 

(p) Section 8'J (I). (q) Section 89 (2). (r) Section 89 (3). 
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176. Definitions o! Bill and Note for Stamping Purposes —For 
stamping purposes the expression “ bill of exchange ** has a much 
wider meaning than that assigned to it in the Bills of Exchange 
Act, and includes any draft, order, cheque, letter of credit (but see 
Exemption 4 below), and any document or writing (except a bank 
note) entitling or purporting to entitle any person, whether named 
tlu^rein or not, to payment by any other person of, or to draw upon 
any other person for, any sum of money ; and the expression “ bill 
of exchange payable on demand ’’ includes : (1) an order for the 
payment of any sum of money by a bill of exchange or promissory 
note, or for the delivery of any bill of exchange or promissory note 
in satisfaction of any sum of money, or for the payment of any 
sum of money out of any particular fund which may or may not 
be available, or upon any condition or contingency which may or 
may not be performed or happen ; and (2) an order for the pay- 
ment of any sum of money weekly, monthly, or at any other stated 
periods, and also an order for the payment by any person at any 
time after the date thereof of any sum of money, and sent or 
delivered by the person making the same to the person by whom 
the payment is to be made, and not to the person to whom the 
payment is to be made, or to any person on his behalf (a). 

For stamping purposes the expression “ promissory note ” 
includes any document or writing (except a bank note) containing 
a promise to pay any sum of money (b). A note promising the 
payment of any sum of money out of any particular fund which 
may or may not be available, or upon any condition or contingency 
which may or may not be performed or happen is to be deemed a 
promissory note for that sum of money (c). 

(a) Stamp Act, ISIH, Section 32. (6) Stamp Act, 1891, Section 33 (1). 

[c) Stamp Act, 1891, Section 33 (2) 
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177. Scale of Duties. — The stamp duties on bills and notes are 
calculated according to the following scale, which is given in the 
schedule to the Stamp Act, 1891 — 

Bill of Excliange — 

Payable on demand or at sight or on presentation (or within 
three days after date or sight (d)) . . . £0 : 0 : 2 (c) 


Bill of Exchange of any other kind whatsoever (exec'pt a Bank 
Note) and Promissory Note of any kind whatsoevei (oxec.-pt a 
Bank Note) drawn, or expressed to be jiayable, or actually paid or 
indorsed, or in any manner negotiated in the United Kingdom — 


Where the amount or value of the money for which the bill or 
note is drawn or made docs not exceed £5 . . £0 : 0 : 2 (/) 


Exceeds £5 and docs not exceed £10 
„ £10 „ £25 

„ £25 „ £50 

„ £50 „ £75 

„ £75 „ £100 


0 : 0:2 

0:0:3 

0 : 0:6 

0:0:9 

0 : 1:0 


For every £100 and also for any fractional part of £100 of such 
amount or value . . . . . . .£0:1:0 


By s. 10 of the Finance Act, 1899, the duty payable on a bill 
of exchange di’awn and exju'essed to be i^ayable out of the United 
Kingdom, when actually paid or indorsed or in any manner nego- 
tiated in the United Kingdom, shall, where the amount of the 
money for wliich the bill is drawn exceeds fifty pounds, be reduced 
so as to be — 

(i) Where the amount exceeds fifty pounds and does not exceed 
one hundred pounds, sixpence ; and 

(ii) Where the amount exceeds one hundred pounds, sixpence 
for every hundred pounds, and also for any fractional part of one 
hundred pounds of that amount. For the purposes of stamping, a 
bill drawn in and expressed to be payable in the Channel Islands 
or the Isle of Man, is treated as if it were a foreign bill, but other- 
wise as an inland bill. 

178. Exemptions. — The following documents are exempted by the 
Stamp Act, 1891. Exemptions (illowed by special Acts are dealt 
with under their appropriate headings. 

(d) Firniiico Act, 1899, Section 10. 

(e) and (/) 'the penny stamp duty was increased to twopence under the 
provisions of the Finance Act, 1918. 
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(1) Bill or note issued by the Bank of England or the Bank of 
Ireland. 

(2) Draft or order drawn by any banker in the United Kingdom 
upon any other banker in the United Kingdom, not payable to 
bearer or to order, and used solely for the purpose of settling or 
clearing any account between such bankers. (See Note, p. 165.) 

(3) Letter written by a banker in the United Kingdom to any 
other banker in the United Kingdom, directing the payment of 
any sum of money, the same not being payable to bearer or to order, 
and such letter not being sent or delivered to the person to whom 
payment is to be made, or to any person on his behalf. 

(4) Tetter of credit granted in the United Kingdom, authorising 
drafts to be drawn out of the United Kingdom, payable in the United 
Kingdom. 

(5) Draft or order drawn by the Paymaster-General on behalf of 
ilie Court of Chancery in England, or by the Accountant-General 
of the Supreme Court of Judicature in Ireland. 

(0) Warrant or order for the payment of any annuity granted 
by the National Debt Commissioners, or for the payment of any 
divid(*nd or interest on any share in the Government or Parlia- 
mentary stocks or funds. 

(7) Bill drawn by any person under the authority of the 
Admiralty upon and payable by the Accountant-General of the 
Navy. 

(8) Bill drawn (according to a form prescribed by His Majesty’s 
ordf'rs by any person duly authorised to draw the same) upon and 
payable out of any pulilic account for any pay or allowance of the 
army or auxiliary forces or for any other expenditure connected 
therewith. 

(9) Draft or order drawn upon any banker in the United Kingdom 
by an othcer of a public department of the State for the payment 
of money out of a public account. 

(10) Bill drawn in the United Kingdom for the sole purpose of 
remitting money to be placed to any account of public revenue. 

(11) Coupon or warrant for interest to and issued with any 
security, or with an agreement or memorandum for the renewal or 
extension of time for payment of a security. By s. 40 of the 
Ei nance Act, 1894, a coupon for interest on a marketable security 
as defined by the Stamp Act, 1891, being one of a set of 
coupons whether issued with the security or subsequently 
issued in a slieet, shall not be chargeable with any stamp 
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duty. The exemption given by this section does not include a 
coupon attached to a scrip certificate, which is therefore subject 
to stamp duty. 

An acknowledgment by any banker of the receipt of any bill 
of exchange or promissory note for the purpose of being j)resented 
for acceptance or payment docs not require a stamp, nor docs a 
receipt given upon any bill or note of the Bank of England or the 
Bank of Ireland. By the Finance Act, 1895, the name of a banker 
(whether accompanied by words of receipt or not) written in the 
ordinary course of his business as a banker upon a bill of exchange 
or promissory note duly stamped, or the name of the payee 
written upon a draft or order, if payable to order, docs not consti- 
tute a receipt chargeable with stamp duty. It should be noted 
that a bill which is drawn and expressed to be payable out of the 
United Kingdom is subject to a reduced scale of stamp duty (as 
specified in s. 2, ante) when it is actually paid, or indorsed, or 
in any manner negotiated in the United Kingdom, but if received 
merely for acceptance it is exempt from duty. 

179. Stamping Inland Bills and Notes. — The twopenny stamp on 
inland bills payable on demand, at sight or on presentation or 
within three days after date or sight may be impressed or adhesive. 
Two penny postage stamps may also be used, but the impressed 
twopenny “ Bill or Note ’’ stamp is not applicable. The drawer and 
person to whom the bill is presented for payment are the only 
persons qualified to affix and cancel the adhesive stamp or stamps 
on one of these instruments. If the drawer affixes a stamp he 
must cancel it before he delivers the bill out of his hands. 

The ad valorem stamps on inland bills payable more than three 
days after date or sight must be denoted by impressed appropriated 
“Bill or Note” stamps. An “appropriated” stamp is one which, 
by means of words on the face of it, is specially appropriated to a 
particular class of document and cannot be used for any other. An 
ad valorem stamp is one which varies in amount according to the 
value of the instrument to be stamped. Inland promissory notes, 
whether payable on demand or after date, must bear ad valorem 
impressed “ Bill or Note ” stamps. (See also Note on p. 165.) 

180. Stamping Foreign-drawn Bills and Notes— A bill drawn 
abroad which is payable on demand, at sight or on presentation 
or within three days after date or sight may bear a twopenny 
postage or impressed stamp or two penny postage stamps (see 
preceding section). Bills drawn abroad payable at more than 

12 
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tliR ‘0 (lays after date or sight, and all promissory notes drawn 
abroad, must bear adhesive ad valorem appropriated “Foreign 
Bill or Note ’’ stamps. J^y s. 35 of the Stamp Act, 1891, “every 
person into whose liands any bill of exchange or promissory 
note drawn or made out of the United Kingdom comes in the 
United Kingdom before it is stamped shall, before he presents 
for payment, or indorses, transfers, or in any manner negotiates, 
or pays the bill or note, affix thereto a jjroper adhesive stamp or 
proper adhesive stamps of sufficient amount, and cancel every 
stamp so affixed thereto. Provided as follows : (i) If at the time 
when any such bill or note comes into the hands of any bond fide 
holder there is affixed thereto an adhesive stamp effectually can- 
cellc'd, the stamp shall, so far as relates to the holder, be deemed 
to be duly cancelled, although it may not appear to have been 
affix(‘d or cancelled by the proper person, (ii) If at the time when 
any such bill or note comes into the hands of any bond fide holder 
there is affixed thereto an adhesive stamp not duly cancelled, it 
shall be com])ctent for the holder to cancel the stamp as if he 
were the person by whom it was affixed, and upon his so doing the 
bill or note shall be deemed duly stamped, and as valid and avail- 
able as if the stamp had been cancelled by the person by whom it 
was affixed. But neither of the foregoing provisos is to relieve 
any person from any line or penalty incurred by him for not 
cancelling an adhesive stamp.” 

By 8. 3(5 of the same Act “ a bill of exchange or promissory 
nott^ which purports to be drawn or made out of the United 
Kingdom is, for the purpose of determining the mode in which the 
staiu]) duty thereon is to be denoted, to be deemed to have been 
so drawn or made, although it may in fact have been drawn or 
made within the United Kingdom.” 

For stamping purposes the Channel Islands and the Isle of Man 
are deemed to be foreign countries, and bills and notes drawn or 
made in these parts are foreign bills and notes. So far as the law 
is concerned, however, they are inland instruments, e.g. a bill drawn 
in the Isle eff ]\Ian need not be protested on dishonour in England. 
Stamp duties are imposc'd for revenue purposes and the fiscal arrange- 
ments of the Channel Islands and the Isle of Man arc controlled by 
those islands inde[)('ndently of the Unit(‘d Kingdom. For note 
respecting Ireland see Appendix, p. 290. 

Where a bill is drawn abroad in foreign currency the amount 
for the purposes of stamping is calculated according to the rate of 
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exchange for demand drafts current on the date of the bill unless 
the instrument contains a statement of current rate of exchange, 
and is stamped in accordance witii that statement. This is 
provided by the Stamp Act, 1891, s. (5. In timers wlum ex- 
change rates arc subject to wide and froqiUMit fluctuations, it may 
be a dilllicult matter for a person not a bankt^r to find out what was 
the current rate on the day of drawing the and, in practice, the 
rate taken for stamping purposes is often the rate on tiie flay of 
maturity. In view, however, of the wording of the Stamp Act, 
the Inland He venue authorities contend that this practice cannot 
be supported. 

A bill is not invalid in the United Kingdom by reason only that 
it is not stamped in accordance with foreign stamp laws, and unless 
it is desired to secure right of action on tlie bill in the foreign court, 
only the English stain]) laws need be considered. 

181. Cancellation of Adhesive Stamps. — An instrument, the duty 
upon which is required or permitted by law to be denoted by an 
adhesive stamp, is not to be deemed duly stamped with an adhesive 
stamp unless the person required by law to cancel the adhesive 
stamp cancels the same by writing on or across the stamp his name 
or initials, or the name or initials of his firm, together with the true 
date of his so writing, or otherwise effectively cancels the stamp 
and renders the same incapable of being used for any other instru- 
ment, or for any postal purposes, or unless it is otherwise proved 
that the stamp appearing on the instrument was affixed thereto at 
the proper time ({/). Where two or more adhesive stamps are used 
to denote the stamp duty upon an instrument, each or every stamp 
is to be cancelled in the manner aforesaid (h). Every person who, 
being required by law to cancel an adhesive stamj), neglects or 
refuses duly and effectually to do so in the manner aforesaid, shall 
incur a fine of ten pounds (^). 

182. Penalty for Issuing^ etc., any Unstamped Bill or Note. — Every 

person who issues, indorses, transfers, negotiates, presents for pay- 
ment, or pays any bill of exchange or promissory note liable to 
duty and not being duly stamped shall incur a fine of ten pounds, 
and the person who takes or receives from any other person any 
such bill or note either in payment or as a security, or by pur- 
chase or otherwise, shall not be entitled to recover thereon, or to 
make the same available for any purpose whatever (j). Provided 

{g) Stamp Act, 1891, Section 8 ( 1 ). {h) Stamp Act, 1891, Section 8 ( 2 ). 

(i) Stamp Act, 1891. Section 8 (8). (j) Stamp Act, 1891, Section 38 (1). 
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that if any bill of exchange payable on demand or at sight or on 
presentation is presented for payment unstamped, the person to 
whom it is prescuited may affix thereto an adhesive stamp of two- 
pence, and cancel the same, as if he had been the drawer of the 
bill, and may thereupon pay the sum in the bill mentioned, and 
charge the duty in account against the person by whom the bill 
was drawn, or deduct the duty from the said sum, and the bill is, 
so far as respects the duty, to be deemed valid and available (i). 
But the foregoing proviso is not to relieve any person from any 
fine or penalty incurred by liim in relation to such bill (Z). 

Stamping Bills and Notes after Execution. — Where a bill of 
exchange or promissory note has been written on material bearing 
an impressed stamp of sufficient amount but of improper denomi- 
nation, it may be stamped with the proper stamp on payment of 
the duty, and a penalty of forty shillings if the bill or note be not 
then payable according to its tenor, or of ten pounds if the same be so 
payable (m). Except as aforesaid, no bill of exchange or promissory 
note shall be stampc'd with an impressed stamp after the execution 
thereof (n). (See Note, p. 165.) 

184. Stamping Bills in a Set.— Wlicre a bill of exchange is drawn 
ill a set according to the custom of merchants, and one of the set 
is duly stamped, the other or others of the set shall, unless issued 
or in some manner negotiated apart from the stamped bill, be 
exempt from duty ; and upon proof of the loss or destruction of 
a duly stamped bill forming one of a set, any other bill of the set 
which has not biam issued or in any manner negotiated apart from 
tlu^ lost or destroyed bill may, although unstamped, be admitted 
in evid(‘nce to ])rov(^ the contents of the lost or destroyed bill (o). 

185. Stamping Bill or Note Payable with Interest.— Where a bill 
or note is payable with interest the stamp duty is chargeable on the 
j)rincipal sum only unless the interest is capitalised or the actual 
amount of interest is named. Thus an inland bill or note for £500 
at six months after date with interest at the rate of 5 per cent, per 
annum would require a stamp to the value of five shillings, whereas 
if the instrument were drawn for “ £500 with interest £12 : 10 : 0 ’’ 
it would require a stamp to the value of six shillings. 

186. Stamping Foreign-drawn Bills presented for Acceptance.— 

Section 35 of the Stamp Act, 1891, quoted on p. 162, does not cover 

{k) Stamp Act, 1891, Section 38 (2), and Finance Act, 1918, Section 36. 

(/) Stamp Act, 1891, Section 38 (3). (m) Stamp Act, 1891, Section 37 (1). 

{n) Stamp Act, 1891. Section 37 (2). (o) Stamp Act. 1891, Section 39. 
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presentation of a foreign-drawn bill unaccompanied by any negotia- 
tion or any indorsement in order to transfer the property in the 
bill. Accordingly, provided the bill is merely presented for 
acceptance, no foreign bill stamp is required, but if any of the 
operations described in s. 35 are performed, or, if it is held as a 
security, then the bill must be duly stamped. 

Note (see p. 160). — It should be noted that the expression, ‘‘ United 
Kingdom,” when used in the Stamp Act, must now be construed as 
exclusive of the Irish Free State. Hence documents of the kind 
described in exemptions (2) and (3) issued by bankers in Great Britain 
and Northern Ireland to bankers in the Irish Free State must now be 
stamped on issue. 

Note (see p. 161). — On occasions, a foreign drawee sends a bill, 
duly accepted, to liis British creditor, who has only to sign as drawer 
and, if the bill be payable to his order, add his indorsement, to have a 
complete bill. As the foreign drawee is not likely to have bill forms 
bearing the requisite British “ Bill or Note ” impressed stamps, the 
Inland Revenue authorities permit such a bill to be duly stamped, 
provided it be presented to them for stamping before being signed by 
the drawer and within seven days of its arrival in the United King- 
dom, and be accompanied by a written statement that no use has been 
made of it in the meantime. 

Note (see p. 164). — Hitherto this has been the only exception to the 
general rule that a bill of exchange drawn in this country cannot be 
stamped after execution, but s. 42, Finance Act, 1933, now provides 
that 

“ Notwithstanding any enactment to the contrary, a bill of exchange 
which is presented for acceptance, or accepted, or payable, outside 
the United Kingdom shall not be invalid by reason only that it is not 
stamped in accordance with the law for the time being in force relating 
to stamp duties, and any such bill of exchange which is unstamped or 
not properly stamped may be received in evidence on payment of the 
proper duty and penalties as provided by s. 14 and subs. (1) of s. 15 
of the Stamp Act, 1891.” 

The penalty is £10 plus the unpaid duty and the Inland Revenue 
authorities have power to reduce or waive the penalty. 
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1S7. Introductory. -In tlio of the Bullion Committee, issued 

in the yrar 1810, tlie (JI(‘ariiig System was (lefined as a method “ by 
whicli all (Iiafts ai(‘ brought daily to a common receptacle where 
th(‘y are balancc'd against cacli other.” To this definition should 
be addtal “ and onl}^ the balances paid or received.” Tlie principle 
of tlu5 Clearing System is payment by set-ofi, i.e. mutual claims 
jire put one against the other. To give a simple example, suppose 
that two banks, A and B, have each received from their customers 
clu‘(|ues drawn on the other, and that the method of settlement is 
for bank A to send a clerk across to bank B and present for pay- 
ment in casli tlui total of cheques drawn on B, say £2,500. Later, 
a (?l(*rk from baid^ B ])rcsents to bank A cheques for, say, £2,200, 
and ix'ceives the amount in cash. If to these two banks you add 
banks C, B, and E, it will readily be perceived that each bank 
would hav(i to keep a very large cash balance solely in order that 
it may be in a position to meet the demands of the other banks, 
and would also require a considerable staff to go round to the 
other banks. 

But if A and B arrange a time and place to meet and set-off 
thi‘ir mutual claims, only the actual balance, i.e. £300 in the 
exam[)l(^ given, nc('d be paid over in cash. If we effect a further 
economy by arranging that the balance shall be settled by a draft 
on Iwondon (calk'd a “ bankcT’s payment ”) instead of in cash, we 
have an illustration of what takes place at the “local exchange” 
in a small country town. Jn the case of banks which act as agents 
foi* each other, a clearing balance is settled by the banks debiting 
and crediting, n^spectively, their head olficu's for account of the other. 

In very large cities this method would be too cumbrous, and we 
find that Birmingham, Bristol, Hull, Leeds, Leicester, Liverpool, 
Manchester, Newcastle, Nottingham and Sheffield, have started 



CLEARING SYSTEM 


167 


local clearing houses conducted on the same principles as the 
London Clearing House, but limited to local cheques only. 

The clearing in the Provincial Clearing Houses is managed by 
the Bank of England in places where there is a branch and in other 
places by a bank selected to carry out the duties. 

A good clearing system is of incalculable benefit to the com- 
munity as a time, labour and currency saver. Indeed, the modern 
cheque system, under which the vast majority of the country’s 
internal business transactions are settled by cheques, would have 
been impossible but for the speedy, safe and efficient manner in 
which they can be cleared through the London Clearing House. 
To the banks the clearing means a great saving in time, labour, 
and cash balances. 

188. The London Clearing House. — ^The exact date of the foundation 
of the system which is now known as the London Clearing House 
is not Imown. Probably a year or so prior to 1773 saw its origin, 
wliich is said to have been due to the various clerks of the private 
banks (there were then no joint stock banks except the Bank of 
England) meeting at an inn in Lombard Street for refreshment, 
followed by an exchange of cheques. Soon after the date mentioned 
we find records of a definite room being engaged as a meeting-place 
for the clerks. 

Certain banks and bankers are members of tlie Clearing House 
and clear their own cheques and the cheques drawn on those banks 
for wliich they act as clearing agents. A list of the present members 
is given later in the specimen Summary Sheet. 

Members are allotted desks at which they have their representa- 
tives. The various cheques, etc., arc termed “ articles,” while 
bundles of articles are termed “ charges.” The charges which a banker 
receives from other bankers are termed his “in-clearing,” while 
those he gives to the other bankers are termed his “ out-clearing.” 

A banker’s out-clearing, therefore, consists of cheques drawn on 
other banks which have been paid in at his various branches and 
those branches of the banks for whom he acts as clearing agent. 
The articles are sorted at the Head Office (London) into charges 
of those articles drawn on each of the other members of the Clearing 
House, or drawn on the banks for which the members act as 
clearing agents. To assist the Head Offices, each branch prepares 
a separate list of its cheques on each of the clearing banks, and the 
totals of these branch lists are taken into the out-clearings, thus 
effecting a great reduction in the number of entries. Each charge. 
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having been listed and totalled, is taken to the Clearing House 
and left at the desk of the banker to whom it relates. In this 
way each member of the Clearing House passes on his out-clearing 
and receives his in-clearing. 

The in-clearing is at once listed and totalled in the Clearing 
House, each item being listed separately. This method enables 
a better ch(ick against the relative out-clearing to be made. It 
has to be agreed with the banker whose out-clearing it formed. 
This ])ro(;ess is carried out for each banker in the Clearing House, 
and the dillcrence between the total received and the total given 
to each banker is brought into a balance or summary sheet, a 
spc'cimen of which is given below. The banker to whom a balance 
is due puts the amount on the debit side of the Summary Sheet, 
while the bank(‘r who has to pay puts the amount on the credit 
side. It should be noted that both the Country Cheques and 
Metropolitan Clearings arc settled through the Town Clearing. 
Opposite ‘*G.H.” (i.e. Clearing House) are placed the differences 
which arise in th(i clearings or in the unpaids, and which have 
to l)e settled for or against the banker. 

SUMMARY SHEET 
JSatk'Lays Bank, Limited. 

I)o])<ors. Creditors. 


Hank 

Woatininslor Bank Loin. St. 
District 

(Jlyn 

Westminster Bank H.O. 

Lloyds ir.O. 

Do. City Ollico 

Midland Bank H.O. 

Midland Bank Threa<l. St. 

do. Branches 

Martins 
National 

Nat. Prov. Bank H.O. 

Westminster Bank Thread St, 
Coiitts 

Nat. Prov. Bank P. St. 
VV'illiarns 
Country Clearing 
Metropolitan Clearing 
C.H. 



CLFARING SYSTEM 


169 


These balances are cast up and the final balance, i.e, the differ- 
ence between the various amounts due to the other banks and the 
various amounts due by the other banks, is ascertained, and either 
transferred from the banker’s own account with the Bank of 
England to the Account of the Clearing Bankers, or transferred 
from the latter to the banker’s own account. The account of the 
Clearing Bankers is kept with the Bank of England, and all clearing 
bankers must have accounts with that Bank. In tliis way the 
total of the day’s clearings is settled by means of a couple of book 
entries for each clearing banker, one a debit to its own account 
and the other a credit to the Clearing Banker’s account, or vice 
versa. 

Since every “ in-clearing ” is also another banker’s “ out-clear- 
ing,” it follows that the total in -clearings must equal the total out- 
clearings. For the same reason, the total amounts claimed by the 
various Clearing Bankers on their Summary Sheets must equal the 
amounts stated to be payable by the other Clearing Bankers. 
Hence, the Account of the Clearing Bankws can be likened to a 
“ pool ” into which the clearing banks pay or out of which they 
draw, as the case may be, and when all have duly done this, there 
should be no balance left in the account. 

It should be noted that the practice of the Bank of England 
differs from that of the other members of the Clearing House as 
regards the Town Clearing, which it clears on one side only, namely 
the out-side. This means that the Bank presents cheques on the 
other banks through the Clearing House, but cheques on the Bank 
must be presented direct. In the case of the Country and Metro- 
politan Clearings, the Bank clears on both sides in respect of 
its own branches. 

From the list of Town Clearing Banks which all bank readers will 
find in their offices, it will be seen that the charges on each of two of 
the large banks have to be sorted into three parcels, and, as regards 
one large bank, into two parcels, some branches going into one 
parcel and some into the other. All Clearing Bankers must present 
all Town and Metropolitan cheques through the Clearing House. 

Below are given the two forms by which the transfers are 
made. It will be noted that the debit transfer authorises a transfer 
of money from the signing banker’s own account to the Clearing 
Banker’s Account. The left half is addressed to the Bank of 
England, and is signed by the banker concerned, while the right 
half is a certificate stating that the transfer has been duly effected. 
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It is signed on behalf of the Bank of England, and is countersigned 
by an Inspector of the Clearing House. 


lUlANSFKll. 


Settlement at the Clearinq X 
House. \ 

London^ .... 19 . \ 

To the Cashi('i\s of tho Bank of K 
Firi'^Mand, y 

1^0 ploas(‘(l to 'ruANSi’ER from our 

Account tlio sum of and X 

pla<*o it to il»o cn'tlit of tho Account 
of tho (M('arin<; Bankers, and allow (/ 
it to ho drawn for, l)y any of tlaan ^ 
(with tlio knowledge of either of tho X 
lnsp(>otors, signino<l hy In's counter- ^ 
signing tho Drafts). y 

£...; d 


Settlement at the Cleartnq 
House. 

Bank of England, 19 . 

A Transfer for tho sum of 

has this evoning been made at tho 
Baidv, from tho account of Messrs. 

to tho Account of the 

(Mcaring Bankers. 

For tho Bank of Kngland. 


'rhis Cortiflcato lias 
boon seen hy mo, 


. , Inspector. 


CREDIT. 


Settlement at the (^.earing 
I To USE. 

London, 19 

To tho Cashiers of tlic Bank 
England, 


Settlement at the Clearing 
House. 

Bank of England, 19 . 

d’he account of Mo.ssrs 


England, has this oviMiing lioim Credited with 

Ro pliMsed to Chiioorr our Account A tho sum of out of tho money 

tho sum of out of tho x at tin* (U’edit of tho account of tho 

money at tho credit of tho account V Chjaring Rankers, 
of tho Clearing Ranki'rs. £.... 

£.... /) 


Seen Ijy mo, 

, Inspector at 

tho Clearing House. 


() £.... ■ 
d 


For tho Bank of England. 


The loft half of a credit transf(T consists of a request addressed 
to th(^ Bank of J^]uglaud, sign(‘d by the banker to receive the inoncy 
and couiit(‘rsigii('d by an Inspector of the Clearing House, to credit 
the bank(‘r’s tiecount with the sum stated out of the funds of the 
(Jlearing Bankers. The right half is a certificate signed by the 
Ihink of England stating that the transfer has been effected. 

As soon as the in-clearing charges have been agreed, they arc 
dispatclual to the Head Office of the banker conceriu'd to be sorted, 
and the clu'ques examined and paid, or sent to the respective 
branches upon which they are drawn. 
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The general working of the London Clearing House having been 
described, the special rules applicable to each of the three sections 
into which the clearings arc divided will now be given. The sections 
are the Town, Country, and Metropolitan, and the cheques are 
marked, resx)ectively, “ T,’’ “ C,” and “ M ” in the left-hand 

bottom corner. 

189. Town Clearing . — The Town Clearing was the original clearing, 
and at one time embraced the cheques drawn on the private 
bankers of the City of London and the West End. The Clearing 
House is situated in Lombard Street, London, E.C., and the cheques 
included in the Town Clearing are those drawn on the banks within 
an area contained within a few minutes’ walk from the Clearing 
House. To those familiar with the “ City,” it will be seen that 
the Clearing House occupies a position within a stone’s throw of 
all the Head Offices of the Clearing Bankers, and many of the 
Head Offices and London Offices of the colonial and foreign banks 
which have crowded into a district somewhat smaller than that of 
the City of London. In this district also are to be found the Stock 
Exchange, the bill and exchange brokers, and the Head Offices of 
many of the big insurance companies, etc. 

The Town Clearing is divided into tw'o parts, the Morning and 
the Afternoon Clearings. The Morning Town Clearing opens at 
10.30 a.m., and cheques, etc., have to be received before 11.5 a.m. 
The Afternoon Clearing opens at 2.30 p.m. and closes at 3.50 p.m. 
“ Returns,” i.e. cheques, etc., refused payment, have to be returned 
to the Clearing House not later than 5 p.m., excepting on 
April 1st, June 30th, October 1st, and December 31st, when the times 
for the last delivery and for Returns are extended. On Saturdays 
the times are ; Morning Clearing, 9 a.m. to 10.20 a.m. ; Afternoon, 
12 noon to 12.35 p.m. ; Returns not later than 1.30 p.m. In both 
cases the times may be extended on certain occasions. 

Ever}^ “ Return ” must bear an answer in writing (in words without 
abbreviation), stating why payment has been refused. 

The Morning Town Clearing consists almost entirely of due bills 
and articles received by the Clearing Bankers’ branches and the 
country bankers for whom they act as clearing agents, while the 
Afternoon Clearing consists of artick^s paid into the Town Clearing 
offices during the day. All Town cheques jiaid into a Town 
Clearing office are put through the Towm Clearing the same day 
as they are paid in. Certain suburban branches also send up their 
Town cheques by messengers and they are included in the After- 
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noon Clearing. If, by chance, any article misses the Town Clearing, 
it may be presented to the clearing office upon which it is drawn to 
be “ marked,” i,e. to have initials placed on it to indicate that it 
will be paid or “ Refer to Drawer,” etc., as the case may be. The 
presentation for marking must be made within 15 minutes of the time 
the Town Clearing closes. 

All articles presented through the Clearing House must bear 
the name of the presenting banker stamped, in the case of cheques, 
on the face, and, in the case of bills, on the back. Great incon- 
venience and trouble is given when an article is returned unpaid 
if it has not been stamped by the presenting banker. Indeed, 
the latter may find himself liable to his customer for the amount, 
should the delay in hearing its fate extend beyond the time allowed 
by the Bills of Exchange Act for presentation of the cheque to the 
drawee-banker, i.e. the banker upon whom it is drawn. 

From the above it will be seen that the clerks dealing with the 
clearing have to be most expeditious, the time allowed for returning 
iir tides deposited at the Clearing House just before closing time 
being very short for checking indorsements, words and figures, 
dates, signatures, chawers* balances, etc. Similarly, the time 
allowed for passing articles received just before closing through the 
books of the receiving office and presenting them to the Clearing 
House is very short. 

The Town Clearing includes cheques, drafts and due bills payable 
at the banks included in the clearing. 

190. Country Cheque Clearing . — This section of the Clearing com- 
prises only cheques and drafts payable on demand drawn on a bank. 
The articles may be drawn on any country Head Office or branch in 
England and Wales of a banker who is a member of the Clearing 
House, or for whom one of the Clearing Bankers acts as clearing 
agent. In the case of banks whose Head Offices are not in the 
Clearing, the clearing agent is printed at the bottom of their 
cheques. The Isle of Man, the Channel Islands, and the Scilly 
Isles are not included in the Country Clearing. 

The final balance due to or by any particular Clearing Banker 
is transferred to the Town- Clearing Summary Sheet, against the 
words Country Clearing.” The Town Summary Sheet into which 
a day’s Country Clearing balance is carried is the one dated two 
days later. Ihe reason for this is simple. Cheques drawn on 
country banks arc sorted and sent to the offices upon which they 
are drawn, and those offices must, according to the Clearing rules. 
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return all cheques they do not intend to pay direct to the banker 
whose name and address is stamped on the cheques. The amounts 
of the cheques thus returned are debited to the Clearing Banker, 
while the total cheques sent are credited. The Clearing Banker, 
therefore, receives credit for the net amount he is to pay to the 
Clearing House on account of the Country Cheque Clearing. For 
example, cheques put through the Clearing House on, say, a 
Tuesday, are received in the Country on Wednesday, and, on 
Thursday morning, the Clearing Banker receives advice as to the 
amount he has to answer for to the Country Cheque Clearing. He 
pays for the total cheques he received, and receives credit for the 
items which his country correspondents have returned. These 
“ unpaids ” are represented by debit slips against the banks to 
which they have been returned. 

The Country Clearing rules provide that country bankers must 
stamp their names and addresses and the name of their clearing 
agent across all cheques sent for collection through the Country 
Clearing. 

As regards cheques received from the London Agent (through 
the Clearing House), the rules provide that any unpaid cheque must 
be returned direct to the banker by whom it is crossed. 

The Country Clearing opens at 10.30 a.m. and continues until 
12.30. On Saturdays the times are 10 a.m. and 11.5 a.m., 
respectively. 

191. Metropolitan Clearing . — This clearing includes the area in 
London surrounding that allotted to the Town Clearing, and cor- 
responds, roughly, to the London Postal District. Outlying London 
suburban branches not included in this clearing are treated as 
Country branches. These articles include all cheques, drafts, due 
bills, etc., payable at the banks and branches included in the area. 

The Metropolitan Clearing is the first of the day and opens at 
9 a.m. It closes at 10.30 a.m. On Saturdays, the times are 
8.45 a.m. and 9.50 a.m., respectively. The charges are distributed 
in a manner similar to that of the Town Clearing, and, as soon as 
the in-clearings have been entered, the articles are dispatched to 
the Head Offices concerned for distribution by their own messengers 
to the offices in the Metropolitan Clearing upon which they are drawn. 
These offices must return, on the day of presentation, by post, any 
cheque refused payment direct to the crossing bank or branch (or 
the English office or London Agent, if the crossing bank is a foreign 
bank), sending to the Head Office or Clearing Agent a debit slip for 
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each unpaid. The slips are passed through the Town Clearing on 
the day of settlement. Unpaid bills and bills not due are returned 
by post on the day of presentation to the Head Office or London Agent 
of the presenting bank, and the crossing bank or branch notified 
the same night by post. 

The in- and out-clearings are listed in the Clearing House, and 
the totals (not balances) are carried into the Town Summary Sheet 
and included in the settlement of the next business day succeeding 
the day of presentation. 

192. Course of Cheques presented through the Clearing.— In order 

that the course of cheques presented through the Clearing House 
may be thoroughly understood by the reader, we will now trace 
the course of a Town, Country, and a Metropolitan cheque received 
at branches situated, respectively, in the Town, Country, and 
Metropolitan areas. In all cases we will presume the cheque has 
been paid in by the customer on a Tuesday. If a period which 
includes a Sunday or Bank Holiday is taken, then an additional 
day for each non -business day must be added, both to the time 
required for clearance and to the number of days’ interest charge- 
able for crediting in advance of clearance. Interest on the amount 
of the cheque arises when the collecting banker credits it before 
he has received the proceeds from the paying banker if the 
account is overdrawn, or if the account is in credit and interest 
is allowed. The appro 2 )riatc debit decimals ” are calculated by 
multiplying the amount of the uncleared cheque by the number 
of days the banker is waiting for the proceeds. 

193. At a Town Branch . — A Town cheque received any time before 
close of business will be sent over to the Clearing House, and, if 
paid, the H(\ad Office will receive payment the same day in the 
day’s setilement. If the cheque is unpaid, it must bo back at the 
(clearing House before 5 p.m. The presenting banker will, therefore, 
know its fate the day ho receives it and if paid can treat it as cash. 

A Country cheque received in the morning can be put through 
the Ck'aring House any time between 10.30 a.ni. and 12.30 a.m. 
If received after this it must be held over till the next day. We 
will su])j)ose the cheque to have been rcceiv(Hl too late for the day’s 
clearing. It will therefore be sent over to the Clearing House on 
Wednesday, and will be sent by the Clearing Banker whose in- 
clearing it becomes to the Country bank or branch upon which it 
is drawn. It arrives at the latter on Thursday. If unpaid, it must 
be returned direct to the Town branch the same day, and will reach 
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the Town branch on Frida3^ The amount in which the cheque is 
included will be passed through Friday’s settlement of the Town 
Clearing. If, therefore, this cheque has been credited as cash to 
a customer’s account, on which interest is charged or allowed, 
the banker would charge three days’ interest on the amount to 
compensate for having credited the customer before receipt of 
the proceeds of the cheque. 

As the Metropolitan Clearing opens at 9 a.m. and closes at 
10.30 a.m., the majority of Metropolitan cheques must be held 
until the next day, and we will assume this in the case of our Metro- 
politan cheque. Passing through the Clearing House on Wednesday 
morning, it should reach the office upon which it is drawn about 
midday (earlier or later according to distance from the City), having 
been brought down from the Head Office or Clearing Agent by 
messenger. If it is unpaid, it has to be returned on the day of 
presentation by the bank upon which it is drawn direct to the 
crossing bank or branch, a debit slip giving full particulars being 
sent to the returning bank’s Head Office or Clearing Agent for pre- 
sentation tlirough the next day’s Town Clearing. It is evident, 
therefore, that a Metropolitan branch has not a great deal of time 
in which to list and cast their clearing, check dates, amounts, etc. 

If duly paid, it will be included in the next day’s (Thursday’s) 
settlement of the Town Clearing, and, if it was credited as cash on 
Tuesday, then two days’ interest on the amount is chargeable, 
where interest is charged or allowed. 

194. At a Country Branch . — A Town Clearing cheque paid into a 
country bank on a Tuesday will be included amongst the other 
cheques on that particular Clearing Banker, and sent tliat night 
to the Head Olhce or Clearing Agent in London. On Wednesday 
morning the latter delivers it to the representative in the Clearing 
House of the Clearing Banker ui)on whom it is drawn. The 
Morning Town Clearing opens at 10.30 a.m., and it is through this 
Clearing that cheques received from country branches and cor- 
respondents are presented. As soon as the cheques have been 
received from the Clearing House by the Head Office or Clearing 
Agent, they are passed on to the department concerned, or sent by 
messenger to the particular Town Clearing Branch upon which they 
are drawn. If the latter does not intend to pay tlie cheque we are 
considering, it must be returned to the Clearing House before 
4.50 p.m. and the receiving Clearing Banker will return the cheque 
that night to the office from which he received it. 
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licncc tho country office will know on Thursday morning whether 
or not the cheque has been paid. The cheque will be included in 
the Wednesday’s settlement of the Town Clearing. If the country 
branch has credited it as cash, one day’s interest is the appropriate 
compensation where interest is charged or allowed. 

If a Country Clearing cheque is paid into a bank in another 
country town, it will be included in the list of country cheques 
cleared through the particular bank or clearing agent, and will be 
sent to London to the receiving bank’s Head Office or Clearing 
Agent the same day as received. The latter on Wednesday morn- 
ing will pass the cheque through the Country Clearing, and the 
banker in whose in -clearing it is will dispatch it on Wednesday 
night to his country branch or correspondent. If the cheque is 
not paid, it must be returned on Thursday, the day it is received 
from London, to the country banker whose name and address is 
stamped across it. If it is duly paid, its amount will be included 
in Friday’s Town Clearing settlement. Hence, if credited as cash 
by the receiving banker, he is entitled to charge three days’ 
interest wlu're applicable, and he will know its fate on Friday. 

A Metropolitan cheque will be sent to the Head Office or 
Ch^aring Agent in the appropriate list, and on Wednesday will be 
duly delivered through the Clearing House to the drawee-bank’s 
Head Office or Clearing Agent. By the latter it is sent to the 
branch conceriKHl. If the cheque is to be dishonoured, it must be 
returned direct to the country banker whoso name and address 
will have been stamped across it. If paid, it will be duly included 
in the next day’s (Thursday’s) Town Clearing settlement. 

In the case of a Metropolitan cheque received at a country 
branch, we observe that the latter will know its fate on Thursday, 
and that two days’ interest on the amount is appropriate com- 
pensation for crediting as cash on Tuesday to accounts on which 
interest is calculated. 

.iq5. At a Metropolitan Branch . — A Town Clearing cheque paid in 
at a IMetropolitan branch can either be sent by messenger to the 
Head Office or Clearing Agent for presentation through the same 
day's Town Clearing, or, as would usually be the case, retained and 
sent off at niglit for presentation through the Clearing House in 
the next day’s Town Clearing. If the banker upon whom the 
cheque is drawn does not pay it, he must return it the same day 
to the Clearing House not later than 4.50 p.m. If paid, the cheque 
will be included in the day’s settlement of the Town Clearing. 



CLEARING SYSTEM 


177 


Hence, in the case of a Town Clearing cheque received at a 
Metropolitan branch, it may be possible to clear it the same day, 
but in the general way it would be cleared in the elearing of the 
day following its receipt, so that if credited as cash, one day’s 
interest would be charged where applicable, and its fate will be 
known on Thursday morning. 

A Country Clearing cheque paid in at a Metropolitan branch on 
a Tuesday will be duly listed under the appropriate Clearing Agent, 
and dispatched that night to the receiving bank’s Head Office or 
Clearing Agent for presentation through Wednesday’s Country 
Clearing. The in-clearing bank will post it the same night to the 
drawee-branch. If the latter wishes to return the cheque unpaid, 
it must be sent off on Thursday direct to the Metropolitan branch 
whose name and address is stamped across it. It will reach the 
latter on Friday. If the cheque is paid, it will be included in the 
total of Country cheques passed in Friday’s Town Clearing settle- 
ment. Accordingly, the Metropolitan branch will know the fate of 
the Country cheque on the Friday, and if it has been credited as 
cash, three days’ interest on the amount is necessary to compensate 
the banker in cases where he charges or allows interest. 

A Metropolitan cheque will be duly listed and sent off Tuesday 
evening to the receiving branch’s Head Office or Clearing Agent, 
and will be put through Wednesday’s Metropolitan Clearing. The 
banker in whose in-clearing it is will send it by messenger to the 
branch upon which it is drawn. The latter, if unable to pay the 
cheque, must return it direct to the bank or branch bank whose 
name and address is on the crossing. If the cheque is duly paid, 
it will be included in the total of the Metropolitan Clearing passed 
through Thursday’s Town Clearing settlement. If it has been 
credited as cash, the Metropolitan branch is entitled to two days’ 
interest on the amount in the appropriate cases, and will know 
the fate of the cheque on Thursday morning when it will be 
received from the branch’s Head Office or Clearing Agent. 

196. Walks . — There are published lists showing what banks are 
in the Town and Metropolitan Clearings, and readers should, where 
possible, consult these lists. All other cheques drawn on the 
branches of the banks included in these lists are Country cheques. 
There are, however, a considerable number of banks in the Town 
and Metropolitan areas which do not clear tlirough the Clearing 
House. These are the foreign and colonial banks, the London 
offices of the Scotch banks, a number of merchant-bankers, 
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Govcrniiicnt depcirtiticnts and the G.P.O. These banks, (ito., 
are on the “walks,” and the following is the method by which 
cheques drawn on them and received by them are cleared. 

All these banks have accounts with a clearing bank into which 
they pay cheques, bills, etc., paid to them by their customers. 
There is no obligation to pay their cheques into their accounts, and 
they can present tliein direct to the drawee-banks if tiiey consider 
it desirable. The cheques drawn on the walks banks received by 
the Clearing Banks arc j)rcsented to each bank by clerks and 
messengers. A walk clerk is given a certain area to cover, and he 
gets his charges all read}- for presentation, and leaves one at each 
bank in his walk. In some cases he will at once receive cash, or 
a “ banker’s j)ayj]ient,” t.e. a draft addressed to the paying bank’s 
banker (a member of tJic; CI('ari ng House) authorising the payment 
of the required amount, while in others, he will call again later in 
the day for liis paymt‘nt, thus giving the drawee-banker an oppor- 
tunity to check the items, dates, indorsements, etc. 

The reader will readily sec that this system requires a large 
number of clerks and messengers, and is very costly and laborious 
compared with the method of the Clearing House. 
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197. Bank-notes. — Issue , — A bank-note is a promissory note made 
and issued by a banker and payable to bearer on demand. The 
right to issue bank-notes is strictly controlled, and has, in England 
and Wales, since 1921, become the monopoly of the Bank of 
England. 

Bank-notes, in England and Wales, can be issued for £1 and 10s.; 
also for £5, and multiples of £5. In Scotland and Northern Ireland 
the banks of issue can issue notes from £1 upwards, but not for 
fractions of a pound. 

Bank of England notes are exempt from stamp duty, and 
pay no composition in lieu thereof, but the whole of the profits 
derived from its Issue Department are paid over to the Govern- 
ment. 

198. Tender . — Bank of England notes are legal tender in England 
and Wales for any amount. The small notes of £1 and 10s. are also 
legal tender in Scotland and Northern Ireland. So long as there 
remains in force s. 1 (1) of the Gold Standard Act, 1925, which provides 
that the Bank of England is not bound to pay any of its notes in gold 
coin, notes for £1 and 10s. are legal tender by the Bank itself and its 
branches. This also applies to the payment of its own notes of the 
larger denominations. 

When payment is made by a bank-note which is legal tender, the 
creditor cannot insist on the note being indorsed. Since Bank of 
England notes are payable to bearer on demand, the issuers cannot 
legally insist upon a person writing his name and address upon them 
when presenting such notes for payment. Nevertheless, the Bank 
of England does require each presenter of a Bank of England 
note for £5 and upwards to write his name and address on the back 
before they will exchange it. 
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199. Notes by Post . — When dispatching notes by post, it was 
formerly the practice for the sender to cut the notes into halves 
and remit the halves by different mails. This mutilation does not 
affect the negotiability of the notes. With regard to the property 
in the half-notes, it has been held that a third party, who sent the 
halves of two bank-notes on account of the debt of another person 
with whom he was about to enter into partnership, was entitled to 
demand the half-notes back from the receiver when, the partner- 
shij) arrangements having fallen through, the third party no longer 
had any desire to complete the transaction by sending the corre- 
sponding halves. This decision seems to suggest that the property in 
the half-notes remains in the sender, but possibly the decision would 
have gone the other way if the question had arisen in comiection 
with a direct payment from debtor to creditor. The more modern 
practice, where notes are frequently sent, is to send them entire, 
and to cover them by insurance under a floating policy. Before 
sending notes of £5 and upwards by post, full particulars of the 
numbers, dates, amounts and places of issue, should be recorded for 
reference in case of loss. 

200. Lost and Destroyed Notes . — The finder of a lost note has 
a good title against everyone except the loser, and if the finder 
transfers it to a person who takes it honestly, and for value, this 
transferee has a good title against all the world, even the loser. 
But the loser may always sue the finder. Notes found on premises 
not open to the public belong to the owner of the property, not the 
finder, but it has been held that notes found on the floor of a shop 
or on the customer’s side of a bank counter belong to the finder, 
subject, in all cases, to the true owner’s title. The loser of a note 
can claim a fresh note from the issuers by giving a full description 
of the note and a satisfactory indemnity. Destroyed notes can be 
similarly recovered. 

In regard to bank-notes of £5 and over, before entertaining an 
application for payment, under indemnity, the Bank of England 
must be enabled to identify the notes in their books. If the 
evidence of destruction (in the case of notes alleged to have been 
destroyed) is conclusive, an application for payment will be con- 
sidered at the expiration of one year from the date of the accident. 
A Statutory Declaration is then prepared by the Bank from the 
facts adduced and this Declaration, having been duly made by the 
person or persons concerned, has to be returned to the Bank with 
some substantial offer of indemnity, such as that of a London 
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banker. The same procedure is followed in the case of lost Bank 
of England notes, except that a period of five years is required to 
elapse in cases where no satisfactory evidence of destruction can 
be adduced. In regard to destroyed notes of £1 and 10s., the Bank 
of England will not entertain any claim unless satisfactory evidence 
of destruction, supported by fragments of the notes said to have been 
destroyed, is forthcoming. Claims should be made in person at the 
Bank of England by the applicant, or submitted through his bankers 
or the Post Office. 

201. Stolen Notes. — The thief has no title, but a bond fide trans- 
feree for value gets a good title even against the true owner. 

202. Stopping Bank-notes. — When notes of £5 or over have been 
lost or stolen, the loser may send a full description of the notes to 
the Bank of England with a request to “ stop ” the notes. It is the 
practice of the Bank to suspend payment of the notes after receiving 
notice of a stop, but the Bank is not entitled to refuse pay- 
ment of the stolen or lost notes to a bond fide holder for value. In 
a case where a money changer honestly gave value for a note that 
had been stolen, it was held that he could recover the money from 
the issuing bank, even though it was proved that a printed list of 
stolen notes, this one among them, had been sent to him {Raphael 
V. Bank of England, 1855). The Courts are very jealous in pre- 
serving the negotiable character of negotiable instruments. As 
will be seen from the case just quoted, the only advantage of 
stopping a note lies in the value of the advertisement of the loss, 
and in any possible inquiries into the title of the presenter. (See 
Appendix for the regulations of the Bank of England.) Stops cannot 
be registered in respect of £1 and 10s. notes. 

203. Forged or Altered Notes. — By the Bills of Exchange Act, 
1882, s. 58 (3), a person who takes forged notes may recover their 
value from his transferor. The claim for recovery must, however, 
be made within a reasonable time. The wording of the sub-section 
is as follows : “A transferor by delivery who negotiates a bill 
thereby warrants to his immediate transferee being a holder for 
value that the bill is what it purports to be. . . .** A bill in this 
sub-section includes a bank-note. 

204. Statute of Limitations. — ^This statute has no application to 
bank-notes. No matter how long such a note remains in circulation, 
the issuing bank is not discharged from liability. 

205. Foreign Bank-notes. — Banks treat these instruments as 
foreign bills and send them to London to be sold. It is not the 
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custom to affix revenue stamps to them when they arc negotiated in 
this country. The practice of banks putting their name stamps on 
foreign notes for identification purposes is undesirable, as it may 
possibly affect the value of the not(^ when negotiated, 

206. Bankers’ Drafts.— A banker’s draft means a draft payable 
to order on demand, drawn by or on behalf of a bank upon itself, 
whether payable at the Head Office or some other office of the bank. 
Until the passing of the Bills of Exchange Act (1882) Amendment 
Act in 1932, they could not be effectively crossed, but by the provisions 
of this Act, ss. 76 to 82 of the old Act of 1882 now apply as if such 
drafts were cheques. These drafts must not be made payable to 
bearer on demand, since then they would be equivalent to bank-notes, 
which by ss. 10, 11, Bank Charter Act, 1844, cannot be issued except 
by a bank of issue. The following is a specimen of a bank draft — 


£.... BIUTlSIl BANK, LIMITED. 

II ightown Branch, 

l*ay 

tlio auin of 

To tho BiiiTisn IUnk Limitiod, 

Lombard Street, . . . , 

Lomlon. 


ly 


or Order 


INFanagor. 

. . Aocountant. 


Bank drafts payable to order on demand cannot be called 
cheques, since they are not “ addressed by one person to another ” 
(s. 3, Bills of Exchange Act, 1882) — the head office and the branches 
of a bank being one legal entity. By s. 5 (2), Bills of Exchange Act, 
1882, since both the drawer and the drawee arc the same person, the 
holder — not, it should be noted, the banker — has the option of treating 
it citlier as a bill of exchange or as a promissory note. 

A banker j)aying one of these drafts in good faith under a 
forged indorsement is not protected by s. 60, Bills of Exchange 
Act, 1882, since he is not entitled to regard the document as a 
cheque, but, provided that it purports to be properly indorsed, he 
is protected by s. 19, Stamp Act, 1853, which says : “ Provided 
always, that any draft or order drawn upon a banker for a sum of 
money payable to order on demand which shall, when presented 
for payment, purport to be indorsed by the person to whom the 
same shall be drawn payable, shall be a sufficient authority to such 
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banker to pay the amount of such draft or order to the bearer 
thereof ; and it shall not be incumbent on such banker to prove 
that such indorsement, or any subsequent indorsement, was made 
by or under the direction or authority of the person to whom the 
said draft or order was or is made payable, either by the drawer 
or indorser thereof.” This protection would probably extend to a 
draft drawn abroad on the head office in England, but it does not 
extend to a draft drawn at a tenor other than on demand, and to 
come within the scope of this section the document must be uncon- 
ditional, drawn on a banker, payable to order on demand, and 
therefore fully negotiable. To obtain protection in case of need, 
the paying banker must see that it purports to be properly indorsed 
and that he pays it in good faith. 

If a demand draft drawn on a bank by its own branch bears a 
forged indorsement, the person in possession of it cannot compel 
the banker to pay it. And this is so even if he has given value 
in good faith for the instrument. A bank should not, save when 
there is definite evidence of a forged indorsement, stop payment of 
a draft drawn by a branch on the head office or on another branch, 
as, in the absence of a forged indorsement, it would be liable on 
the draft to a bond fide holder. 

All drafts issued by bankers arc subject to the same stamp 
duties as are bills of exchange. But drafts or orders drawn by one 
banker in the United Kingdom upon any other banker in the 
United Kingdom, the same not being payable to bearer or to 
order, and used solely for the purpose of settling or clearing any 
account between such bankers, are exempt from stamp duty 
(Stamp Act, 1891, Exemption 2). These are known as “Bankers* 
Payments.” 

When a customer requests his banker to provide him with a 
banker’s draft, the amount of which is to be debited to his account, 
he should either enclose with his written order a cheque covering 
the amount of the required draft, or should stamp the written order. 
Bank drafts drawn payable after date or after sight take the usual 
three days of grace, except those issued by the Bank of England 
on itself (as to which see next section). 

207. Bank Post Bills. — These instruments were invented in 1738 
as a preventive against the highway robberies then very prevalent. 
A smart highwayman who had stolen bank-notes could often cash 
them at the bank before the authorities had got wind of the affair. 
But Bank Post Bills, being usually payable at seven days after sight, 
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gave time for notification to the bank to stop payment. They 
carried no days of grace. As there is now no call for this class of 
instrument, they are no longer issued, and are merely mentioned 
as a matter of historical interest. 

208. Deposit Receipts.— When a customer places money on deposit 
with a banker, a receipt is often given to him of which the following 
is a specimen : — 


BRITISH BANK, LIMtTKD. 

Subscribed Capital £10.000,000. Paid-up Capital £3,000,000. 

Reserve Fund £3,000,000. 

Head Office : Lomhanl Street, IC.C. 2 

No Oxford Branch. 

£ 19.. 

Received from 

the sum of 

on Deposit Account. 

For Biutlsh Bank, JjIMited. 

Fnterod Manager. 

This Deposit Receipt is not transferable and is subject to seven days’ notice of 
withdrawai. 

No interest will be allowed if the money is deposited for less than fourteen days, and 
interest will cease at expiration of notice of withdrawal. 

Tills Deposit Receipt must be given up on repayment of the amount. 



This receipt is merely a written acknowledgment by the banker 
that he holds a certain sum to the use of the customer. The 
document is usually marked “ Not transferable,” and it is also not 
negotiable. The customer, therefore, by writing his name on the 
receipt and transferring it to another person for value, confers no 
legal right on the person to whom he gives it. But though a 
deposit receipt does not appear to be transferable by simple in- 
dorsement, the debt of which it is a memorandum may be duly 
assigned in the same way as any other debt, provided that due 
notice of the assignment is given to the banker. Nevertheless, the 
banker, before paying over the money to the assignee, is entitled 
to take into consideration any debt due to him by the depositor 
at the time he received notice of the assignment. 

Interest on the deposit may be paid at certain periods at an 
agreed rate, or the rate may vary from time to time according to 
the rate allowed by the London joint stock banks. The latter rate 
general Iv varies according to the Bank Rate, and is fixed bv agree- 
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merit amongst the Banks and duly advertised » i the public 
Press. 

Without the express written authorisation f the depositor, 
the banker should not pay away to a third p; ty the sum re pre- 
sented by the deposit receipt. Even when he o bra ins the necessary 
written authority, the banker should ask for proof of identity before 
paying away the money. If he pays the money to the wrong 
person he cannot debit the depositor, but it would appear that if 
the depositor by his negligence leads the l)atiker to believe that he 
is paying the right person, the banker might, in such circumstances, 
be entitled to thdrit the depositor. The broker issuing a deposit 
recrupt should require the depositor’s written authority before 
paying over the money to another banker, as he would in the case 
of any other third party. Presentation of the deposit receipt with 
tlic depositor’s mere signature is not sufficient ; the signature does 
“ not purport to be an authority to the issuing banker to pay over 
the money {Evans v. National Provincial Bank of England, 1897). 
It is nothing more than a receipt for the money, and the banker 
collecting a deposit receipt would be liable for conversion in case 
of fraud as he has no statutory protection whatever. 

A deposit receipt has been held to be a good subject of a 
donatio mortis causa, i.e. a gift made in contemplation of death, 
and to take effect only in the event of death from the malady 
existing at the time the gift is made. 

If the deposit receipt merely acknowledges the deposit of the 
money, the banker cannot demand its production before paying 
over the money. But if the form of the receipt is such that the 
signing of the receipt is a condition precedent to the withdrawal 
of the money, then the deposit receipt must be returned when the 
money is handed over. But the banker is not entitled to withhold 
payment of the money should the receipt be lost or destroyed. All 
that he can do is to ask the depositor for an indemnity. 

An overdraft on current account can be safely allowed by the 
banker on the security of the deposit account before the receipt is 
actually returned to him — the banker being entitled to set off any 
overdraft on current account against nioney placed on deposit. If 
a deposit receipt is offered to the banker who issued it as a security 
for the account of a third party, or in support of the depositor’s 
guarantee, the banker should obtain a memorandum of charge or 
a letter showing the object for which the receipt is lodged, and the 
receipt itself should be duly discharged by the depositor. Where 
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the receipt offered has been issued by anotlier banker, the same 
procedure should be adopted, and, in addition, notice must be served 
on the issuing banker in the manner applicable to the assignment 
of an ordinary debt. 

The form of cheque sometimes printed on the back of the deposit 
receipt has been held not to change the nature of the account, but 
to be merely a convenient method adopted by bankers to preserve 
evidence of the withdrawal of the money. If the deposit stands 
in the name of a man and his wife, the discharge of both is 
necessary. When receipts are issued in joint names it is desirable 
to hav(^ instructions as to withdiawals and rights of survivors 
indorsed on the receipts. For further information concerning 
deposit receipts in joint names, sec Joint Accounts, p. 224. 

Thcni is another form of deposit receipt issued, generally, by 
foreign and colonial banks for “ fixed ” deposits. The money in 
these cases is deposited for definite periods, which vary and are 
usually from one to five years. The deposit is repayable or renew- 
able on tlu^ ex])iration of the agreed period. The interest may be 
payable half-yearly, yearly, or when the principal is due to be repaid. 

209. Stamp,- Deposit receipts given by a banker do not require 
stamping, but the receipt given by the depositor on withdrawal is 
liable to the usual receipt stamp duty if for £2 or over. When 
an increase is made on the amount deposited, a new receipt 
should be givtai and the old one discharged, the usual practice 
being to ask the depositoi* to write on the back of the old receipt 
“ Amount inen as(‘d £200, John Smith,” but not to sign the receipt. 
If the receipt is signed, the usual receipt stamp must be affixed for 
£2 or over. If the amount is to be transferred to current account an 
indors(‘m(*nt, “ Transferred to current a/e, John Smith,” without a 
stain}), Mould be suflicient. If interest is paid either by a form of 
ree(‘i})t or a form of cheque, the aj3})ropriate stamp is necessary. 

210. Letters of Credit. — There are various kinds of these instru- 
nu‘nts. One kind is a letter addressed by one banker to another 
requ(\sting the banker to whom the letter is addressed to hold at 
the disposal of a named third party a specified amount of money, 
and to charge the issuing banker with the total amount of all 
cheques honoured or payments made on the authority of the 
letter. 

Anotlier kind of Letter of Credit authorises the person named 
in tlie letter to draw bills on the issuing banker at the tenor and 
uj) to the amount stated in the Letter, the issuing banker on his 
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part promising to accept all bills drawn in accordance with his 
instructions. This kind of Letter of Credit is usually issued for 
a specified period, generally not longer than six months. If the 
Letter undertakes the acceptance of bills without conditions, it is 
termed an “ Open ” or “ Clean ” Letter of Credit. If the promise 
to accept is a conditional one, viz., that the document of title to 
the goods in respect of which the bills are drawn shall be sent to 
the issuing bank together with the bills for acceptance, the letter 
is called a Documentary Letter of Credit. The usual document 
of title is a bill of lading, and to this are attached the invoice 
and the marine insurance. 

Both these kinds of Letters of Credit contain a stipulation that 
the amount of all cheques or bills drawn under them shall be 
indorsed upon them, so that the Letters always show how much 
of the credit remains available. 

Another kind is called a Marginal Ijctter of Credit, and is so 
named because on the margin of the actual bill form to be used is 
a letter detailing the terms of drawing and acceptance. This letter 
must not be detached from the bill portion of the document. 

The banker who issues or grants a Letter of Credit is termed 
the grantor, while the person in whose favour it is granted is called 
the grantee or beneficiary. Letters of credit are not negotiable 
and also not transferable. 

Specimen forms of a Clean Letter and a Documentary Letter are 
appended. Two arc addressed direct to the beneficiary and one to 
another bank. 


No. 110. 


To 


Clean Letteh of Credit. 


. . . Bank, 
hoiidon. 

Date .... 


Dear Sir, 

You are hereby authorised to draw drafts upon this bank at ninety 
days* sight to the extent in all of £5,000, Say Five thousand pounds, and we 
hereby engage with the drawers, indorsers, and bond fide holders of all drafts 
drawn under and in compliance with the terms of this Credit, that the same 
shall be duly accepted payable in London, England, on presentation in order, 
and that they shall be duly honoured on presentation in order at maturity. 
This credit will remain in force for six months from this date. The par- 
ticulars of all drafts drawn against it must bo indorsed on the back hereof, 
and the bills must specify that they are drawn under Credit No. 110, of the 
day of 19 . 

We are. 

Yours faithfully, 

Bank, Ltd. 
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To 


Documentary Letter or Credit. 

Bank, 

London, 

Date .... 


Confirmed Credit No. 

Dear Sirs, 

Wo have Ijeon reciiiestcd to confirm to you that for account of 

we have opened a credit in your favour for the sum of £ 

(say ) available for drafts on us to 

be accompanied by the following documents: — 

(1) Full set clean “ on board ” Bills of Lading 

(in name of ). 

(2) Invoice. 

(3) Certificate of Origin. 

(4) Marino and War Kisk Insurance Policies. 

(5) Consular Invoice 

(6) covering a shipmont(s) of at a price of 


shipped from per Steamship 

to before 


W’o undertake to honour all drafts drawn within the terms of the above 
credit, provided such drafts bear the number and date of this credit. 

W'e are, etc., 

Bank, Ltd. 


* . l^ank, Ltd., 

London, 

No. 130. Date. . . . 

£. 

To Bank. 


Dear Sirs, 

You are hoieby authorised to lu'gotiato (exchange and all charges 

payable at ) within a perioil of six months from date hereof, the 

draft or drafts drawn by of on of 

drawn at days’ sight, payable in London, and not exceeding in the 

aggregate the sum of for per cent, of the Invoice cost of 

shipped to and consigned to , provided such draft 

or drafts are accomjmnied by signed Invoices of thp shipments against which 
they are drawn and by the relative Bills of Latling and Murine Insurance Policies 
or Certificates, indorsed in blank. 

Please note that all drafts ilrawn against this Credit must state on their 

face that they are drawn under Credit No. 130, of the day of 

19 


W^e hereby engage, etc.. 


We are, etc., 

Bank, Ltd. 
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When the terms are confirmed to the beneficiary, it is termed a 
“ Confirmed Banker’s Credit,” and when once the beneficiary has 
received confirmation, the credit is irrevocable, except with his consent. 

If a credit is so worded that the amount for which it is available 
automatically reverts to the original amount, it is termed a 
“ Revolving Credit,” that is to say, it may, e.^., authorise the 
drawing of drafts up to a limit of £1,000 outstanding at any one 
time, in which case, as soon as the drafts have run off, the credit 
becomes available again, until cancelled, or until the date of 
expiration. Such credits are also termed “ Running Credits.” The 
credits we have been describing are used in commerce, and are 
therefore frequently called “ Commercial Credits.” 

Letters of Credit are very useful instruments in facilitating 
commercial relations between, say, an importer here and a 
merchant abroad, or in financing the shipment of merchandise from 
one foreign country to another. The importer, for instance, gets 
his banker to issue a Letter of Credit undertaking to accept bills 
up to a certain amount drawn by the merchant abroad. Seeing 
that the credit of the importer is reinforced by the credit of the 
bank, the foreign merchant is in no doubt about receiving payment 
for the goods he exports. Moreover, he himself is able to u.se the 
Letter in order to get the bills negotiated or discounted, and so 
obtain payment for his produce, or in getting credit for the purchase 
of the produce shipped. 

Letters of Credit for home use are subject to the ad valorem 
stamp duty of bills of exchange payable at more than three days 
after date or sight (Stamp Act, 1891, s. 32), but Letters for use 
abroad are exempt (Stamp Act, 1891, sch. I, Ex. 4). 

211. Circular Letters of Credit and Circular Notes. — These are forms 
of Letters of Credit issued to the grantor-banker's foreign correspon- 
dents and agents generally, authorising them to pay to the person 
specified the sum for which each Circular Note is drawn or to 
honour drafts up to the limit of amount fixed in the Circular Letter. 
They are issued for the convenience of persons travelling abroad. 

It is usual for Circular Letters of Credit and Circular Notes to be 
paid for at the time they are obtained from the issuing banker by 
an amount equal to the face value of the Notes and the limit of 
the Letter of Credit. A small commission is sometimes charged, 
though, if the amount of the credit be substantial, the issuing 
banker may look for his remuneration to the interest which will 
be earned on the amount outstan&ing under the credit. 
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No 

£. 


Circular Letter of Credit. 
Not available after • 


Bunk, 

London, 

Date. 


Centlemen, 

This letter will introcluco to you to whom you will 

please furnish such funds as may require up to the aggregate 

amount of pounds sterling against sight drafts drawn on this office, 

which please negotiate at your buying rate for bankers’ cheques on London. 

Kacli draft must be plainly marked as drawn under this Letter of Credit No 

a!u! must bo signed in accordance with the specimen signature which is on 
our J.t^tter of Indication of the same number to be produced herewith. 

We engage that such drafts shall meet with duo lionour if negotiated witljin 
months from this date. 

'rbe amount of each draft niust be inscribed on the back of this letter. This 
letter must be cancelled and attached to the last draft drawn. 

We are, Centlemen, 

Your obedient Servants, 


To Messieurs the Hankers mentioned in the Letter of 
Indication which must be produced herewith. 

N.H. — The bearer, for })uri)oscs of security, is requested to carry this Letter 
of Cretlit apart from the Letter of Indication. 

The reverse side of the Letter of Credit is ns follows — 

Date. liv whom Paid. Amount Paid. i Amount in Fiqukf'S 


Letter of Indication. 

(To accompany Circular Letter of Credit.) 

Hank, 

London, 

Date. 

To Messieurs the Hankers mentioned in this 
Letter of Indication 
Gentlemen, 

Ihe bearei of tliis letter is in whose favour we have 

issued our Letter of Credit No Recommending to your 

attention and referring you to the specimen signature below, 

W'e are. Gentlemen, 

Yoiir obedient Servants, 


Specimen signature 

N.H.— This letter should be retained by the holder until the relative Circular 
Lottw of Credit is exhausted, when it must bo surrendered to the banker 
making the last payment. 
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Bank, 

London, 

Dnt0. 

No. 

Circular Note for Ten Pounds. £10. 

Gentlemen, 

This note will ho presented to you by whose signaiure 

you will find in our Letter of Indication No to bo produc.;d hcjowith. 

We request you to pay to order the value of Ten pounds at the 

current rate of exchange. 

We are, Gontlemon, 

Your obedient Servants, 


To Messieurs the Bankers inentioned in our Letter of 
Indication to bo produced herewith. 

On the reverse side is — 

£10. At sight pay to the order of Ten pounds value received 

at this day of 19 . 

(Signature) 


Letter of Indication. 

(To accompany Circular Note.) 

Bank, 

London, 

Date. 

No. 

To Messieurs the Bankers inontioned in this 
Letter of Indication. 

Gentlemen, 

The bearer of this Liittor is who is furnished with our 

Circular Notes numbered payable at our Head office, London. 

Wo request you to purchase any of tho.se notes presented to you for pay- 
ment at the current rate of exchange for sight drafts on London, on their 
being indorsed in your presence in accordance with the siiecimen signature 
given b(dow. 

This Letter of Indication should bo retained by the holder until all the 
Notes have boon cashed, when it must bo suricndercd to the banker cashing 
the last note. 

We are. Gentlemen, 

Your obedient Servants, 

Specimen Signature. 


N.B. — The bearer, for his greater security, is requested to carry this Letter 
of Indication apart from the Circular Notes. 


When Circular Notes or Letters are issued, a separate Letter 
of Indication is given to the grantee. As will be seen from the 
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form above, it contains a specimen of the grantee’s signature. It 
also has a list of the grantor-banker’s foreign correspondents and 
agents. 

It is essential, when use is made of the Circular Letter or 
Notes, that the grantee should hand the Letter of Indication — 
which for his protection should be kept separate from the Circular 
Letter or Notes — to the cashing banker. The cashing banker, 
before parting with any money should carefully examine the 
grantee’s signature on the draft or on the back of the Circular Note 
to sec that it tallies with the signature of the Letter of Indication. 
Moreover, to prevent fraud, the cashing banker should insist on the 
draft or note being signed in his presence. 

The cashing banker cashes these drafts or notes in local currency 
at the buying rate for sight bills on London ; that is to say, he 
exchanges them at the current rate at which he is prepared to pur- 
chase sight bills drawn payable in London. In some cases a small 
commission is charged, but, as a rule, tlie cashing banker makes 
his profit on the transaction in the rate of exchange. 

]^]xam illation of the siiecimen Circular Letter will show that 
the drafts to be honoured must plainly indicate that they are 
drawn under Letter of Credit numbered so-and-so. Each draft so 
drawn must be entered on the back of the Circular Letter, from 
which the banker will see the amount for which the credit is still 
available. The Circular Notes — which bear consecutive numbers — 
must be signed on the back by the grantee when presenting them 
for payment. The agent or correspondent who cashes the draft 
wdiich exhausts the limit under the Circular Letter should cancel 
the C'ircular Letter, and when cashing the last Circular Note should 
cancel the Letter of Indication. All the documents must be returned 
to the issuing bank. 

The value of Circular Notes not used by the grantee will be 
credited to him on his surrendering tliem to the grantor-banker, 
together \s ith the Letter of Indication ; so will any balance of the 
Circular Letter not used. But if he loses any of the Circular Notes 
the grantor-banker requires a satisfactory indemnity before he will 
give credit for them. 

Circular Letters of Credit for use abroad are exempt from stamp 
duty, but the drafts drawn under their authority are subject to 
the usual duties of foreign bills of exchange. Circular Notes are 
also exempt, but the drafts on the back must be stamped as bills 
of exchange. 
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212. Acceptances and Indorsements on behalf of Customers.” 

— In the bcalance sheet of a London bank there appears on the 
liabilities side an item, “ Acceptances and Indorsements on account 
of Customers.” This item represents the bills outstanding which 
have been accepted by the bank on behalf of its customers. A 
large proportion of these bills are drawn under Letters of Credit to 
meet liabilities due abroad. In some cases security is deposited 
as cover, while in others the credits are documentary, so that the 
banker gets the documents of title to the goods as security for the 
bills. If the customer does not provide for the bills, the banker 
must nevertheless pay them, and it is on account of the banker’s 
liability on the one hand, and his customer’s liability to him on 
the other hand, that the item, “ Liabilities of customers on 
Acceptances and Indorsements,” appears on both sides of the 
banker’s balance sheet ; one entry showing his liability to the 
public, which is contingent and only arises if tlie customer fails 
to keep his engagement, and the contra entry showing the 
customer’s liability to the banker. 

In regard to Indorsements, when a banker sells a foreign bill 
that he has bought from {i.e. negotiated for) a customer, the banker 
shows his liability to the purchasing bank, and his customer’s 
liability to him, by contra entries, which are often included for 
balance sheet purposes with the acceptances (see also p. 187). Some- 
times there is an addition of guarantees, etc., which cover all other 
engagements a banker may have undertaken on behalf of his 
customer. 
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P08TAL0KDE1{S™CASH ORDERS- CONDITIONAL ORDERS 
TO RAY — DOCUMENTS IN EOIUI OF RECEIPTS 
^ ])1 VIDEND WARRANTS - - INTEREST WARRANTS — 
COUPONS-DRAWN BONDS 

213. Postal Orders. — Postal Onlns and Money Orders are not 
eheqiK's, since tJi(‘y are drawn b}^ a I^)st Oflice on the Postinaster- 
(h'lu'ral or on anolli(‘r Post Olliee. Th(‘y are, therefore, outside 
llie prottetion of the Bills of Exchange Act. They are also 
exj)ressly inarlvcd “ Not Negotiable.” Moicover, “ if an order is 
lost or stolen, no person into W'hose liands it may fall, though him- 
s('lf innocent, is entitled to receive the amount of tlu' order. The 
rightful owmer is alone entitled to cash the order ” {Post Office 
Guide). But bankers collecting tliese instruments for their cus- 
tomers are specially protect(‘d against the true owui(*r by the Post 
Otlice Act, 1908, s. 25, which says provided that ‘'any banker . . . 
w'ho in collecting in that capacity for any principal, shall have 
rec(‘ivcd payment ... in respect of any mon(*y order, or of any 
document purporting to be a postal order, shall not incur liability 
to anyone exTept that ])rinci])al by reason of having received its 
payment. ...” But as baiduus usually do not merely collect such 
instruuKUits for tlicir customers, but credit them as cash, they lose 
the ])rotection of this section, and should the orders prove to have 
been stolen, the banker, if his right of recourse against his customer 
should prove worthless, would be liable in an action for conversion. 

]^y the Post Olliee (Money Ord(‘rs) Act, 1883, Sch. I, if the orders 
are crossed g(meially they wdll only be paid through a bank, and 
if crossed specially, only through the banker to whom they are 
crossed. When presented for payment by a banker, the payee need 
not have lilled in his name in the stipulated place, or have signed 
the reeeii)t at the foot of the order, provided that the name of the 
presenting bank is stamped on the face of the order. The present- 
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ing banker, however, usually insists upon the payee writing <)r 
stamping his name on the face of the order. All orders are payable 
at the G.P.O., London, as well as at the place, if any, mentioned 
on the face of the order. 

The Court of Appeal case, London <Jh Provincial Bank v. Oolding^ 
emphasises a danger to bankers when eolleoting Postal Orders and 
Post Office Money Orders. As shov/n before, the Post Oifico will 
pay over the proceeds of these documents with a commendable 
lack of formality, but the Post Office Rc'gulations permit tiie Post 
Office to return the orders to the presenting bank, if at any time 
later it be found that there is any irregularity, and the bank must 
refund the money. It must, therefore, be noted that the eneash- 
ment of these orders for a banker is provisional only (see J. Inst. 
Bankers, May, 1918, pp. 136-7). 

214. Cash Orders. — Cash orders are drafts payable on demand, 
usually drawn by wholesale firms upon their retail customers. As 
these drafts involve presentation to the drawee by the collecting 
bank, it is the practice both in London and the provinces for 
bankers to discourage the drawing of these drafts, and in many 
cases to refuse to collect them. 

216. Conditional Orders to Pay. — No document can be called a 

cheque unless it is “ an unconditional order in writing ” (s. 3, Bills 
of Exchange Act, 1882). Hence, any document in the form of a 
cheque that contains a condition attached to the order to pay can- 
not be a cheque. Such documents are not negotiable, and possibly 
not even transferable. As a matter of practice, however, these doeu- 
ments are passed through accounts other than that of the payee. 

The following will s(‘rve as an example of one of these documents — 

No NorlJitowriy 1^^ March, 1930. 

Thr Bjutisti Bank, Ltd., 

Northtown. 

Pay Henry Jones or Order the sum named below on the 

receipt being duly stamped, signed and dated. 

£10. John Smith db Co. 

Received from John Smith & Co. the sum of ten pounds as per particular.^ 
furnished. 

He jury Jon es. 

stamp If 
over £9 

Date. 3rd March, 1930. 

This cheque requires Indorsement, 
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Such a wording undoubtedly expresses a condition precedent 
to payment, and the document, therefore, cannot be regarded as a 
checpie and subject to tlic provisions of the Bills of Exchange Act. 
But if the order to pay is worded as in an ordinary cheque, and 
yet there are stipulations on the document which do not occur on 
an ordinary cheque, the position is not so clear. 

The true test is whether a conditional statement is addressed 
to the paying banker, or is merely a matter between the payee and 
the drawer. For example, many documents in the form of a 
cheque, purporting to be payable to order, bear a statement that 
the recc‘jpt form must be signed, and that no further indorsement 
is required. This, it might be argued, is addressed to the payee, 
but even if that be so, the paying banker could not safely allow the 
direction to be ignored by the payee, and should he do so, he might 
be under some liability to the drawer. When the document has 
a receipt form printed on it, but contains no stipulation as to the 
signing of the receipt, it has been argued that this does not make 
the document conditional. Nevertheless, if the payee did not 
sign the receipt form, the paying banker would be in a difficulty. 

In Sir John Paget’s opinion, the i^aying and collecting bankers 
lose the benefit of the protective sections when the payee’s only 
discharge consists of a signature to a receipt. If, however, the 
document is unconditional, and a cheque, and there is a plain 
indorsement in addition to a signature to a receipt, then the 
bank(*r would be protected should the indorsement prove to be 
forged. Jhit, unless there is a separate indorsement, the banker is 
not protected merely because the cheque bears on it a statement 
that the signature of the receipt is intended to operate as an 
indorsement or that no further indorsement is required. 

Tlu^ receipts on these documents must be duly stamped as 
receipts, and the ord(‘r also requires the same stamp as a cheque, 
exce])t when exempted by statute. Whether the receipt is on the 
face or back of the document, if it is payable to order, the payee 
must also indorse the document. 

21 6. The Paying Banker . — It does not appear whence the paying 
banker is to get his protection should he pay a conditional docu- 
ment bearing a forged indorsement. The sections protecting a 
paying banker are s. GO, Bills of Exchange Act, 1882, and s. 19, 
Stamp Act, 1853. S. 60 refers to bills payable on demand and 
drawn on a banker, i.e. cheques ; s. 19 refers to any “ draft or 
order drawn on a banker payable to order on demand.” Both 
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these kinds of instrument are by their nature negotiable and trans- 
ferable, but conditional orders to pay are not negotiable, and 
though purporting to be payable to order, do not appear even to 
be transferable. 

Section 17, Revenue Act, 1883, extends the crossed cheques 
sections (ss. 76-82, Bills of Exchange Act, 1S82) to thcs«i documents, 
but s. 17 expressly provides that nothing in the Revenue Act 
“ shall bo deemed to render any such dociunont a negotiable instrU' 
ment.’’ Paynuint over the countc^r under a forged indorsement or 
to a presenter liaving no title would undoubtedly be no payment 
so far as the true owner is concerned. Moreover, the banker who 
pays a conditional document wliich has been crossed and bears 
evidence of having been transferred, may lose the protection of 
s. 80, Bills of Exchange Act, 1882, on the ground of negligence, 
even though he may have paid in accordance with the crossing. 
To sum up, since these documents, whether crossed or uncrossed, 
place the paying banker in a very dubious position, they should, 
as far as possible, be discouraged, and, when they are issued, should 
be covered by a satisfactory indemnity from the drawers. 

217. T'he Collecting Banker . — Since those conditional documents 
are not negotiable, they should, strictly speaking, be collected 
only for the payee named in them, and if collected for other persons 
the banker probably stands to lose the protection of s. 82, Bills 
of Exchange Act, 1882. Neither would it appear that the banker 
who credits such documents as cash is protected by the Bills of 
Exchange (Crossed Cheques) Act, 1906, since there is nothing in the 
Act which implies that it refers to any documents other than 
cheques proper as defined in the Bills of Exchange Act, 1882 
In practice, however, bankers frequently collect these documents 
for reputable customers who are not the named payees. 

218. Documents in Form o! Receipts. — Another form of document 
is a mere receipt, with a note to the effect that on presentation 
(usually within a prescribed limit of time) of the form through a 
named bank, with the receipt properly signed, the amount stated 
will be paid. It appears probable that these documents come 
within s. 17, Revenue Act, 1883, and may therefore be validly 
crossed, but the banker has no protection if he pays under a forged 
signature, or if he pays to any person but the rightful party. 

In regard to stamp duty, the form would appear to come within the 
wide definition of a bill of exchange given in s. 32 of the Stamp Act, 
1891 (see p. 158), and would, therefore, require the same stamp as a 
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cheque, since it is a document entitling the recipient to a sum of 
money. In any case a receipt stamp is necessary when the amount 
is £2 or over. If the paying banker is furnished with a list of pay- 
ments to be made, a twopenny stamp must be placed on the list 
for eacli payment. The banker who is asked to pay these documents 
should get a satisfactory indemnity. 

The following is an example of these documents : 

Received of Uio sum of by paynioiit of 

'bHE Rritish Rank I/m., Northtowii, for 

Signuturo ; 

, - ^ over £2. 


A large nunib(U' of these documents are issued j)ayable by tlie 
Paymaster Cc*ueral in connection witJi the ])ayment of pensions, 
etc. They are crossed and must be prescailed througli a banker 
to tlie olliee of the Paymaster General. 

219. Dividend Warrants. — A dividend warrant is a draft issued by 
a company directing its bankers to pay to a named member of the 
companj^ his share of the divisible profits. A dividend warrant 
may be validly crossed by virtue of s. 95, Bills of Exchange Act, 
1882, which says that “ the provisions of this Act as to crossed 
cheques shall apply to a warrant for paymiuit of dividend.’’ If 
the dividend warrants are crossed, the bank on which they are 
drawn can refuse payment over the counter (sro s. 79 (2), Bills of 
Exchange Act, 1882). 

Those dividend warrants which arc drawn in proper cheque 
form arc to be treated like ordinary cheques, but to those drawn 
in any other form, the provisions regarding cheques do not 
apply. In a case tried in 1910, the judge expressed the view, 
though doubtfully, that a statement at the bottom of a dividend 
warrant, that paynu‘nt on presentation after three months would 
not be made without the secretary’s indorsement, did not make 
the document other than a cheque ; but, as this was not the point 
at issue, the learned judge s dietum must not be taken as final. If 
payable to order or to bearer, it is probable that their negotiability 
could be upheld on the ground of mcu'eantile custom, provided, of 
course, that there was nothing on the face of tlic document pre- 
cluding negotiability. Since the question of negotiability has not yet 
been settled, it behoves the collecting banker, for his protection, 
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not, without sufficient reason, to collect these documents for persons 
other than the payees. Crediting as cash will deprive the collecting 
banker of the protection of s. 82, Bills of Exchange Act, 1882, since 
it does not appear that the 1906 Act covers divid(m(^ warrants unless 
they are cheques. The paying banker also will lose the protection 
of s. 60 unless the dividend warrant is in proper cheque form ; 
neither will s. 19, Stamp Act, 1853, help him if the document is 
a conditional one. If the warrants are crossed, the paying banker 
is protected by s. 80, Bills of Exchange Act, 1882, by virtue of 
8. 95 of the same Act. 

Dividend warrants must be signed by the person to whom they 
are made payable. A jper pro. signature for an individual payee 
is not valid, unless the form of procuration has been submitted to 
and approved by the issuers of the warrant. An authority to sign 
and indorse cheques does not imply an authority to discharge 
dividend warrants. By mercantile custom dividend warrants pay- 
able to joint payees are discharged by the signature of any one of 
them, and this practice would probably be upheld in a court 
of law. 

Where there is a special place on the dividend warrant for the 
signature, the proprietor should sign in that place, and in no other. 
A signature is required, even though, as is not uncommon, such 
warrants are made payable to the payee or bearer. All dividend 
warrants are subject to the same stamp duty as cheques. If there 
is also a form of receipt, this must bo duly stamped, if for £2 or 
over. 

Many shareholders prefer to have their dividends paid direct 
to their bankers. The issuers also, in many cases, prefer this 
method, and it is not uncommon for shareholders to receive a 
circular suggesting this procedure and enclosing the necessary 
form. If the dividends are paid direct to the banker, he must dis- 
charge the warrant in the manner required, and if there is a receipt 
form to be signed, he must use a receipt stamp for £2 and over. 
The relative counterfoils should be sent to the holder of the 
shares. 

220. Interest Warrants, — Interest warrants are drafts for the pay- 
ment of the fixed interest due on Government stocks, debentures, 
etc. Unlike dividend warrants, when payable to joint payees, the 
signatures of all are required for the discharge of the interest 
warrant. They can be validly crossed by virtue of s. 17, Revenue 
Act, 1883. Per pro. indorsements are not accepted, except in cases 
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where a per pro. indorsement is the only possible one, as e.g.^ where 
the payee is a limited company, or, again, where the interest 
warrant is paid direct to the payee’s bank. S. 9.5 and s. 97 (cZ), 
Bills of Exchange Act, 1882, apparently do not apply to interest 
warrants, since they are not specifically mentioned. (See Note, p. 202.) 

The following is a specimen of an interest warrant : — 


— Div. 1. INDIA 7% STOCK, 192G-1!);51. 

Warrant for !ntf,rest I>ue 
5th OcTORElt. 103(\ 

To the Cashiers o;/the Bank op England. 


D 


^Pay to^thp^Order of Edith Mary Smith, 
Two PouiwSf twelve shillings and sixpence . . . 


65 


D 


CAPITAL. 

/ 

Interest®£3J % due 

5 til 0<^ber, 1922 

Leas Income Tax 
@ 6/- per £ 

Net Ditidbnd. 

£)0^ 

— "A 


[/6 

10 

— 

— 

17 

6 

£2 

12 

6 


F. Arnold. 

Chiej Accountant. 


rii<' iinrnod nbovo must sign liore 

Wr.rnints oiitsfjnxiing mom (lian Six Montjis after date must bo sent to 
llx' lbml< r'ngljuKi for verification. 

N.H. Chvn(!r of .Address slunild be notified to tlie Chief Accountant 
IMIMKDI V'l ELY, togctlici With particulars of all accounts in which the name of 
the [laj’co appears. 


Tn regard to the above specimen, the reader will observe that 
it is crossed “ not n('gotiabl(‘ ” and that this crossing is inserted in 
a manner whicdi invih's its being overlooked. Crossings should be 
right across the face of the instrument. 

22 1 . Coupons. — Coupons are detachable certificates for the payment 
of interest on bonds, debentures, etc. They are issued in sheets, 
each separate coupon being numbered with the same number as 
the relative bond or certificate, and also with a number indicating 
the order in uhicli it is to be detached for payment. For example, 
“Debenture No. 120. Interest Coupon No. 9,” The place of 
payment is also indicated on the coupon. Each coupon entitles 
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the holder to interest for a certain period, usually six months, and, 
when due, is cut off and presented for payment. The dates of j)ay- 
ment are generally stated on the coupons, but where no date is 
given it is duly announced in the public Press. Coupons falling 
due on a Sunday or a Bank Holiday are payable on the succeeding 
business day. Full particulars of all coupons entrusted to a banker 
for collection should be entered in a Coupon Book and the dates 
of payment in a diary. 

Customers should not be credited with the value of coupons on 
foreign bonds presented for payment until the banker has received 
advices of the net amounts realised. These cannot readily be 
calculated beforehand owing to differences in income-tax deduc- 
tions, and, in some cases, the fluctuations of the rate of exchange. 
In regard to coupons payable, at the holder’s option, in this country 
or abroad, they should either be collected from the issuer’s agents 
in London or sold for presentation at the foreign centre at which 
they are also payable, whichever the owner may determine to 
do. TIis decision will be influenced by the prevailing rate of 
exchange. 

Notice of lost coupons should be sent to the paying bankers, 
but they cannot stop jiaymcnt on j)resentation, though, naturally, 
before paying them after receipt of a “ stop,” they would make 
inquiries into the title of the presenter. Coupons attached to and 
issued with any marketable security do not require stamping 
(Finance Act, 1894, s. 40, and Stamp Act, 1891, Sch. 1, Ex. 11). 
Coupons held by a country banker for collection should be sent 
uncrossed to the Head Oflicc or London Agent fourteen days or so 
before the date of payment. The coupons for each different series 
should be carefully sorted numerically, and listed on a separate 
slip. 

The following wdll serve as examples of coupons : — 


UNITED STATES OF BRAZIL 17 

5 % Funding Bonds, 1914. 

112137 112137 

For £0 5 0, being three months’ interest on 1st Nov., 1930. 

£20, payable in London at Messrs N. M. Rothschild 
& Sons, in Paris, Amsterdam, Brussels or Hamburg, 
at the exchange of tlio day on London. 


£0 5 0 
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THK GRAND TRUNK PACIFIC 
HRANC’ll LINKS COY. 

Will pay to tlio h('aror afc ifs OHic'O or Agency in 
fho City of T^ondon, Fuglarul. P>oing six inoiitlis’ 
in t( 're 'St then due on its Four per cent. First 
Mortgage Sterling ISond. Duo 1939 (Alberta 
Lines). Guaranteed l)y the Government of the 
Province of Alberta. 


On the first day of 
Nov., 1930. 

£4 0 0 I 

No. A 1798 

Coupon No. 2/5. 

Treasurer. 


Payable at $19.44 in Montreal in Canadian Curr. or in New York in 
U.S.A. Gold Coin. 


222. Drawn Bonds. — 'These are bonds redeemable by drawings at 
a nanu'd price, the numbers of the bonds drawn being advertised 
in c(Mtain newsi)a])ers. The bonds are often left with a banker, 
not only for tlu' ])ur])ose of cutting olf the coupons, but to present 
tlu^ bonds for ])ayment, if and when th(‘ number of the bond appears 
in tlu^ advertisetl list of tliose drawn. Should the holder of the 
bond ovi'rlook tlu'. drawing, the fact is brought to his notice, as a 
geiK'ral rule, by the issuers refusing payment of the relative coupon 
wlu'ii it is presented for payment. But some issiu'rs — as did the 
Russian (iov('rmnent - have made it tlieir practice to continue 
paying tli(‘ coupons of a drawn bond, not as interest on the bond, 
but as (b'duetions of the cajiital value of the bond. Accordingly, 
when tli(‘ bond is actually presented for paynu'ut the holder may 
find his capital d(‘plet('d by the value of the coupons ])aid since the 
drawing, and the bank(‘r, if the bond lias been left in his charge, 
and th(‘ date of drawing overlooked by him, would probably incur 
liability to bis custouu'r. 

Nola (s('c }). 200). — The authorities formerly considered that in- 
terest warrants must be distinguished from dividend warrants (which 
are for distributing a share in profits), but in the case of Slingshy v. 
Westminster Bank, 1030, it was held that tliere was no distinction, and 
that s. 05 applied. This seems a very reasonable decision, as it is 
difficult to see wliat ground there is for making any distinction. 
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BANKER AND CUSTOMER 

223. Definition of a Customer— As with the term “ banker ” 
there is no statutory definition to guide us. From the decided cases 
bearing on the point, it would appear that a customer of a banker 
should be defined as a person who keeps an account, current or 
deposit, with a banker. The judicial decisions show that if a 
banker renders to a person services incidental to, but not peculiar 
to the business of banking, he docs not thereby constitute that 
person a customer in the legal sense. Thus, a person who has no 
account, but who has been in the habit of getting cheques 
exchanged, is not a customer within the meaning of s. 82 of the 
Bills of Exchange Act, 1882. The matter is one of great importance 
to the banker, the reason for which is explained elsewhere (see 
p. 105). Doubts have been raised from time to time whether the 
first transaction, as, for example, the payment in made by John 
Smith (see p. 16) constituted John Smith a customer, but in a 
recent case it was stated that a person whose money has been 
accepted by a bank on the understanding that it undertakes to 
honour cheques against it, is a “ customer ” of the bank, whether 
his connection is of long or short standing. It seems clear, there- 
fore, that a person becomes a “ customer ” immediately his account 
has been opened, even though the cheque with wliich he has opened 
it is still uncleared. 

224. Relation of Banker and Customer.— When a banker receives 
money from his customer, he does not hold the money as a trustee 
for the customer. The money really is lent to the banker. The 
following extract taken from the judgment in an old case explains 
admirably the position. “ Money, when paid into a bank, ceases 
altogether to be the money of the principal ; it is then the money 
of the banker, who is bound to return an equivalent by paying a 
similar sum to that deposited with him when ho is asked for it The 
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money paid into the banker’s is money Imown by the principal to 
be placed there for the purpose of being under the control of the 
banker ; it is then the banker’s money ; he is known to deal with 
it as his own ; he makes what profit he can, which profit he retains 
to himself, paying back only the principal, according to the 
custom of bankers in some places, or the principal and a small rate 
of interest, according to the custom of bankers in other places. 
The money placed in the custody of a banker is, to all intents and 
purj)oses, the money of the banker, to do with it as he pleases ; he 
is guilty of no breach of trust in employing it ; he is not answer- 
able to the principal if he puts it in jeopardy, if he engages in a 
hazardous speculation ; he is not bound to keep it or deal with it 
as the property of his principal ; but he is, of course, answerable 
for the amount, because he has contracted, having received that 
money, to re[)ay to the principal, when demanded, a sum equivalent 
to that paid into his hands. That has been the subject of discus- 
sion in various cas(‘s, and that has been established to be the 
relative situaticni of banker and customer. That being established 
to be the relative situations of banker and customer, the banker 
is not an agent or factor, but he is a debtor.” 

Accordingly, the basic relationship between a banker and his 
customer is that of debtor and creditor, the banker being the debtor 
when the customer has a credit balance, and the customer the 
creditor. When the customer has overdrawn his account, the 
positions are reversed. 

In addition, however, to the relationship of debtor and creditor, 
tlu^ nature of a banking business imposes certain mutual obliga- 
tions on both the banker and the customer. In the first place, the 
banker is bound to honour his customer’s c)i(H]ues, provided that 
(1) they are drawn in proper form ; (2) he has funds belonging to 
his customer sullicient to pay them ; (3) there is no legal cause 
making such funds, though sufficient, not available for the purpose. 
Secondly, the transactions between banker and customer are 
regarded as being of a peculiarly private character, and therefore 
the banker must not divulge to third parties the state of his 
customer’s account, except when called upon to do so by a 
court of law, or at his customer’s request. 

As regards the customer, he must exercise reasonable care in 
drawing his cheques so as to prevent the banker being misled. That 
is to say, the cheques must be clear and free from ambiguity, and 
must not be drawm in a manner which facilitates fraud. Further- 
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more, they must be drawn on the branch at which the account is 
kept, and the banker is not to be required to pay them out of the 
usual banking hours. Finally, it would appear that a demand for 
repayment on the part of the customer is a necessary precedent to 
a right to sue for the amount. 

From the above it is clear that although the relationship of 
debtor and creditor is the basic relationship of banker and customer, 
there are several very important modifications. In the case of an 
ordinary debtor he is bound in law to seek out his creditor and pay 
his debt, but to apply tliis rule to a banker would be absurd. 

As we shall see later, the various services rendered by the modern 
banker to his customer introduce further special characteristics in 
their relations. 

225. Working of the Account. — Payments in . — As we have already 
seen. Smith was given a paying in slip book which he will use when 
he has amounts to pay in to his credit. In the case of private 
accounts, i.e. accounts of persons not engaged in business, it is 
very usual for such customers to call at the bank and make out a 
slip at the counter, or to send their remittances by post. All 
remittances received by post should be promptly acknowledged. If 
received from a third party to whom an acknowledgment is sent, a 
receipt stamp must bo placed on the acknowledgment, if the amount 
is for £2 or over. But an acknowledgment sent to a customer 
covering a remittance received from him for his credit is exempted, 
as it comes within the clause of the Stamp Act, 1891, which reads 
“ a receipt given for money deposited in any bank or with any 
banker to be accounted for, and expressed to be received of the 
person to whom the same is to be accounted for.” A letter sent to 
a customer stating that a certain sum has been lodged to his credit 
by a third party docs not require to be stamped with a receipt 
stamp. 

Acknowledgments sent to a customer respecting amounts paid 
in by a third party should state the nature of the items making 
up the credits, i.e. cash, country cheques, etc. Alterations in a 
paying-in slip should be initialled by the customer concerned, or 
by his authorised deputy. It is important to see that the date of 
the slip corresponds with the actual date of paying in. 

As we have shown in the chapter on the Clearing System, the 
amounts of cheques paid into a customer’s account cannot always 
be received by his banker from the banker upon whom they are 
drawn on the day they are paid in. In practice,, however, it m 
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usual to credit the customer’s account with an amount paid 
in at once, even though all or part of it may consist of “ uncleared ” 
cheques. The term “ uncleared ” is applied to those cheques and 
bills for which the collecting banker has not yet received the 
money. The following illustration will explain the effect of credit- 
ing uncleared items as cash. If banker A of Bristol credits his 
customer on a Monday with a cheque drawn on banker B of 
Birmingham and banker A sends the cheque to London in the usual 
way for presentation through the Clearing House, he will not receive 
credit in London for the amount until Wednesday. If, therefore, 
the customer cashes a cheque against the amount before Wednesday, 
he is having in effect an overdraft. 

Although an uncleared cheque may have been credited at once 
as cash to a customer’s account, the banker is fully entitled to 
(h^bit the account should the cheque be subsequently dishonoured 
on presentation in the usual way. 

Credits ])ostcd in error and advised to the customer, either by 
an entry in his pass book or by communieating the resulting balance, 
may, in certain circumstances, be rectified by the banker, but he 
must not dishonour any cheques drawn innocently and in good 
fahli by the customer in reliance upon what he has been given to 
understand was his credit balance. 

220. Appropriation of Payments . — A customer may pay in to meet 
certain ch(?ques and bills, and provided the amounts are sufficient, 
tli(^ banker is obliged to use the credit to meet the cheques or 
bills specified, irrespective of the state of the customer’s account. 
Tliis is bei!ause thf; law allows a pcTson paying money to decide 
to whicli d(d)t (if he owes more than one) it shall go. If he 
do(\s not do so, tlu'ii the creditor has the right to elect to which 
d(‘bt the payuK'nt shall go, and may apply it even to a debt barred 
by the Statute of Limitations. As soon as the creditor’s decision 
is notified to the debtor, it becomes irrevocable. But, in the general 
way, no s])ecial appropi-iations — as such arrangements are called — 
are made in connection with a current account, and the law pro- 
vid('s an appropriation by what is known as the Rule in Clayton's 
Case. According to this Rule, it is the first item on the debit side 
which is discharged or reduced by the first item on the credit side. 
In other words, it is the money first paid which is the first drawn 
out. 

This Rule has often a very important bearing on current accounts, 
particularly if they are overdrawn, and when a banker wishes to 
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prevent its application, he must break, i.e, stop, the account, and, 
if possible, get the customer’s written consent to the opening of a 
new and distinct account, through which all future transactions 
will be passed. The Rule will then have no effect on the old 
stopped account, as the Rule is only effective if the account is 
running. 

The following example will make clear the effect of the Rule in 
Clayton’s Case and its importance to bankers. Suppose that a 
guarantor dies at the time when the person whose current account 
he has guaranteed is overdrawn £2,000. If the account be continued 
unbroken after the guarantor’s death, all future payments in will 
go to reduce the £2,000 debit balance existing at the time of the 
guarantor’s death, and all payments out will constitute a new debt 
unsecured by the guarantee. Thus, if the customer pays into the 
unbroken account £2,000 and draws £1,000, the effect of the Rule 
will be that the debt covered by the guarantee is wipc^d out, and 
the customer owes the banker £1,000, which will not be covered 
by the guarantee. 

227. Set-off. — Set-off is the statutory right by which a debtor is 
entitled to take into account a debt owing to him by his creditor 
when being sued for a debt due from him to the creditor In order 
that this right of set-off may be exercised, the debt must be a sum 
certain, due by and to the same parties, and in the same right. For 
example, a banker, apart from an express or implied agrcemiuit to 
the contrary, may set off a customer’s credit balance against a 
debt due to him from the customer. The separation of various 
accounts kept with him by the same customer — such as Frivatc 
Account ” and “ Colliery Account,” “ Dejjosit Account ” and 
“ Current Account,” “ No. 1 Account ” and No. 2 Account,” and 
accounts kept at different branches of the same bank (again, apart 
from agreement, express, or implied from the course of business 
between the banker and his customer) does not, of itsc^lf, deprive 
the banker of his right of set-off. Such separation is, primd facie, 
for the sake of convenience, and it is the balance of the combined 
accounts which forms the real debt. But if the customer has one 
account for his own money and another for trust money, the banker 
cannot set-off a credit balance on the trust account against a debit 
balance on the personal account. Again, only those debts can be 
the subject of set-off which are due and recoverable at the date of 
set-off ; a debt accruing due cannot be set-off against a debt 
already due. For example, a banker, in the absence of agreement. 
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cannot set-off a debt due to him upon a loan account, repayable 
on demand, or at a specified date, against a credit balance on 
current account, for until demand or tlie arrival of the date, the 
loan is not due for repayment. 

Where a customer has both a private account and another 
account, such as a trust account, for which he is personally liable 
when it is overdrawn, it would appear that the banker is entitled 
to set-off a credit balance on the piivate account against a debit 
balance on the trust account, but not vice versa. Before com- 
bining the two accounts, the banker must give reasonable notice, 
and must not dishonour cheques drawn on the private account 
before notice (Paget, Law of Banking, 4th Edition, p. 362). The 
practice of giving notice sliould, where possible, be followed, even 
if not legally necessary. (Sec also pp. 77-8 and Note on p. 217.) 

Debts due in differc'iit rights cannot be set-off, on the principle 
that one man’s money cannot be used to pay off another man’s 
debt. Eor example, a debtor must not set-off a personal debt due 
to him by an executor against a debt due to the estate which the 
ex(H‘utor is administering, except where the executor is entitled to 
the full benefit of the estate. Nor can a banker set-off the credit 
balance on a partner’s account (except where he is a sole partner) 
against a debt due on the firm’s account, and vice versa. And there 
is not any right of set-olf between a customer’s private account 
and a joint account in which he is one of the parties. If a man 
dies with liis account in debit, the banker cannot set-off a credit 
balance on the executor’s account against tlic debt, neither can he 
set-off a credit balance of the deceased’s account against the 
executor’s debit balance. In each case a cheqiu? from tiie executors 
transferring the balance is required. 

b]xcept by spc'cial agreement or in the (‘vc‘nt of the customer’s 
bard^ruptey, a banker is not entitled to retain a credit balance to 
secure liimself against a customer’s contingent liability on bills dis- 
counted for him by the banker. 

228. Charges . — Where there are definite times established by 
custom for entering in the customer’s account the interest payable 
on advanc(‘s, the banker is not entitled, without due notice to his 
customer, to debit his charges at any otlier than the customary 
dates, in order, for instance, to justify his dishonouring a cheque 
because the balance, after debiting the accruing interest, would be 
insufficient to meet the cheque. And if the banker has agreed to 
allow his customer to overdraw up to a specified limit, he cannot, 
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without due notice, debit his charges at other than the customary 
times, and dishonour cheques drawn within the agreed limit. 

The banker’s right to charge compound interest ceases on the 
death or bankruptcy of his customer. In the event of death, he 
can charge simple interest up to the day of payment, while, in the 
case of bankruptcy, he may only prove for simple interest up to 
the date of the receiving order. In the case of a deed of assign- 
ment, he may prove for simple interest up to the date of the deed. 

As regards commission, it is the general practice to charge com- 
mission on current accounts unless a sufficient balance is main- 
tained to pay for the working of the account. The general method 
of calculating this charge is at an agreed rate per cent, on the turn- 
over. The turn-over of an account is the total of the debit side of 
an account less any debit balance brought forward, or less any 
credit balance carried forward, t.c. it is the total of the items 
to an account over any given period. Sometimes a roundi is 
charged, generally by agreement with the customer. This i| 
as a “ fixed ” or “ commuted ” commis.sion. I 

229. Statute of Limitations . — Since the basic relationship S^t^/cg 
a banker and his customer is that of debtor and creditor, the 
Statutes relating to limitation of actions on contracts operate between 
the two parties as between any other debtor and creditor. So far 
as regards any debts, other than specialty debts, i.e. debts expressed 
in deeds, any action must be commenced within six years of the 
cause of action, i.e. from the first date the creditor had the right 
to sue the debtor for the debt. The law enforces this limit to 
encourage persons to bring their actions without undue delay. It 
should be noted that the law does not destroy the obligation, but 
only the right to sue the debtor personally, so that securities held 
against the debt can be retained and realised. When a debt cannot 
be sued upon in a court of law owing to lapse of time, it is said to 
be “ statute -barred.” 

In regard to a credit balance on current account, the position 
is modified by the special relationship existing between a banker 
and his customer, and it has recently been held that an express 
demand for re-payment is a condition precedent to the right to 
sue the banker for the balance. Hence, the Statute will not begin 
to run until the customer has made a demand for repayment which 
has been refused by the banker. Since this position, generally 
speaking, is not likely to arise, the decision will not have much 
practical effect. 
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A banker cannot recover a debit balance on an account wliicli 
lias lain dormant for six years, unless there lias been an aclaiowledg- 
nient of the debt in writing, signed by the debtor or by his duly 
accredited agent. It is sometimes dillicult to decide whether an 
acknowledgment constitutes a sufiicient acknowledgment. In an 
unconditional acknowledgment of the debt a promise to pay is 
implied by law, but if, for example, the customer writes to the 
banker and says “ I acknowledge I owe you £100, but I cannot 
and will not pay/’ such an acknowledgment is not sufficient to 
arrest the operations of the Statute. 

If there has been a propc^r acknowledgment in writing, the 
Statute begins to run fjom the date of tJie writing. So also if tJicre 
lias b(‘en a pai t ])aymeiit of the debt, or of interest on the debt, the 
Statute begins to run afresh from the date of the last payment of 
(he interest or [irineipal. If the writing promising to pay ex{)r(jsscs 
also a condition of payment, to make the writing an effective 
acknowledgment, it must be shown that the condition has been 
fullillcd. 

Periodical entries in a banker’s books of the amount of interest 
due on a dormant loan or overdraft docs not, of itself, enable the 
banker to maintain an action agaiiist the borrower after six years, 
if the borrower has not operated on the account, or has not made 
any such acknowledgment as is required by Statute. Where a 
iaistom(*r keeps several curnuit accounts all in the sann^ i*ight, they 
arc all to be considered as one account, and operations on any one 
would prevent the Statute running in respect of any dormant 
balance on the other or others. 

But with regard to a current account and a definite loan 
account, there may be some difference, since, ailinittedly, the banker 
cannot combine the two accounts without due notice to his cus- 
tomer. Ili'iice, if no such notice had been given, it might be argued 
that tlie kStatute ran in respect of each account separately. In 
piaeliee, however, the interest on the loan account w^ould be paid, 
tlirectly or indirectly, by a debit to the current account. 

In the case of a deposit account, the Statute of Limitations does 
not often alTect tlie remedies of the iiarties. The payment of 
interi'st, or even the mere addition of interest to the balance by 
the bank('r, as the d(d)tor, elfectively prevtuits the application of 
the Statute. Furthermore, the depositor is not generally entitled 
to repayment of the money until after the expiration of a specified 
period of notice, and the six years do not begin to run until the 
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money is due to be paid, i.e. when notice has been given and has 
expired. If a deposit has been taken for a fixed period, then the 
Statute will begin to run from the expiration of the period. In all 
cases the guiding principle is that the Statute begins to run imme- 
diately the depositor is entitled to enforce his rights against the 
banker. These remarks apply also to Deposit Receipts. 

230. Closing an Account . — A customer can close a credit account, 
by merely drawing a cheque for the balance, but a banker cannot 
so easily close an account wliich has become unsatisfactory. The 
usual method is to write to the customer informing him that no 
further credits will be received, and either request him to withdraw 
his balance, or inform him that cheques will only bo honoured up 
to the amount of his credit balance. A banker is not entitled to 
close an account without giving such reasonable notice as will obviate 
any damage to the customer’s credit. For this reason, therefore, it 
is not advisable, when wishing to close an account, to send the 
customer a cheque for his balance without regard to outstanding 
cheques. 

A customer cannot be prevented from closing his account even 
though there are bills running under discount and on which he is, 
therefore, contingently liable. 

When accoimts are closed, the banker should always get all 
unused cheques retuimed to him. 

231. Secrecy , — A banker is bound not to disclose the state of a 
customer’s account, whether it is overdrawn or in credit, except 
upon a reasonable and proper occasion, or by order of the Court 
or a Judge. As regards the latter, in order to avoid the incon- 
venience of producing the actual books in court, a certified copy 
of an entry or entries in a banker’s books, duly sworn, is admis- 
sible as evidence. This is established by the Bankers’ Books 
Evidence Act, 1879. 

232. Payment of Cheques by Correspondents under Advice.— When 
a customer wishes to have his cheques cashed at another branch, 
or at a branch of another bank, he must make application in 
writing, or sign an appropriate form, stating the limit of amount, 
daily, weekly, monthly, or quarterly, as the case may be, and also 
how long he wishes the arrangement to continue. The manager of 
his branch sends a letter of advice (enclosing a specimen signature), 
authorising the other branch or bank to honour the customer’s 
cheques up to the agreed limit, and for the stated time, or until 
the order is countermanded. If the cheques are to be honoured 
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at a branch of another bank the arrangement is made through 
the respective head offices. 

Cheques cashed in this manner are not cancelled by the cashing 
branch or bank, but are generally marked “ Paid by order. * The 
cheques should bear the cashing branch’s stamp and may be remitted 
either througli the head office to the drawee-branch or direct, 
according to the arrangements made. TJiey are sometimes stamped 
on the back, as e.g., “ Paid at London Bank, Kensington Branch, 
John Jones, Cashier.” The cashing banker is liable if he cashes a 
cheque under a forged signature. In regard to a forged indorse- 
ment, the statutory protection afforded to a banker (s. 60, Bills of 
Exchange Act, 18<S2) cashing a cheque for a person having a 
defective title or no title at all, only applies to cheques cashed at 
the bi'anch on which the cheque is drawn. The branch, therefore, 
whic;h cashes clieques payable under advice should make certain, 
before handing over the money, that the person tendering the 
cheque for payment has the drawer’s authority to receive the money. 
The hanker might in these cases ask his customer for an indemnity, 
putting the cashing bank or branch on the same footing as regards 
statutory protection as the drawec-brancli (see Note p. 217). 

The ])anker on wliom the cheque is drawn is bound to pay all 
checpies properly caslu'd under advice. All running advices to 
honour clu'ques issued by a branch and all those received by 
that branch should be recorded in the proper book, and, in the 
case of credits opcuied by the branch, a note of sucli credits should 
bo made in the ledger account of each customer affected. Stop 
notices should bo sent, wliere necessary, to every branch where 
the custonu'r’s cheques are payable. 

233. Bank Agents and Correspondents. — Tt often happens that a 
banker is ask(*d to perforin some service for his customer, which 
he cannot piuforni without employing an agent or correspondent. 
For example, he may have to collect for a customer a bill payable 
in M(*lbourne. Since tiie banker himself employs the agent for 
colh'ction, the agent, apart from express agreement, is responsible 
to him alone, even though the customer has knowledge that the 
banker is employing an agent. There is no privity of contract 
between the customer and the agent. If, therefore, through the 
default of the agent, e.g„ his bankruptcy or negligence, the proceeds 
of the bill on Melbourne fail to reach the customer, the loss must 
be borne by the banker, not the customer. The agent, however, 
is liable to the banker I’or such loss. 
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Conversely, if the banker remits money on account of a 
customer to tlie agent for the payment of bills drawn by the 
customer, but does not specifically mention the bills to which the 
remittance is to be appropriated, the customer may not be able to 
follow the money should the banker fail, and the agent retain the 
money on account of debts due to him by the banker But if the 
banker does specifically appropriate the remittance to particular 
bills drawn by his customer, then the agent must apply the money 
sent to the discharge of those bills, no matter what the state of 
accounts may be between him and the banker. 

234. Garnishee Orders.— A garnishee order is an order of the 
Court, obtained by a judgment creditor, attaching funds in the 
hands of a third party who owes the judgment debtor money, 
warning the third party (the garnishee) not to release the money 
attached until directed by the Court to do so. 


No. 


(Jarnishuk Order Nisi (Attach r^o 


111 I ho Hi^h Court of Justice, 
King’s Bench Division. 


Debt). 


Bo tween 


District Registry. 


.Iu(lgni(*nt Crc'ditor. 
Judgment Debtor. 
Oarnisliee. 


Upon hearing ISlr as Solicitor for the abovt'-nauK'd Judgment 

Creditor, and upon reading tlie atlidavit of the said filed the 

day of , 19 . 

Tt is ordc'i'od that all dcdjts owing or aeeruing duo from the aljovci-nnmcd 
Garnisbeo to the alKive-named Judgnu'nt D('b1or bo attached to answer a 
judgment recovered against tlio .said Judgment JJebtor by tho above-named 

Judgment Cnalitor in tlio High Court of Justice, on the day of , 

19 for tho sum of £ , debt and cost.s on whieli Judgment the said sum 

of £ remains duo and unpaid. 

And it is further ordered that the said Garnishee attend the District Registrar 

in chambers, at the County Court ofliecs, on day, the 

day of 19 at o'clock in the noon, on an 

application by the .said Judgment Creditor that the said Garnislit'O pay the 

debt due from to the said Judgment Debtor or so much then'of as 

may ho sufliciont to satisfy the Judgment. 

Datesd this day of 19 

District Registrar. 


A garnishee order served on a banker (the third party) attaches 
the whole of the customer’s balance on current account, without 
reference to the amount of the judgment debt, and until the with- 
drawal of the order, the account must remain dormant, even as 
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regards cheques put into circulation before the date of the order. 
The order only affects debts actually due or accruing due (i.e. 
already incurred but payable at a definite future time) at the date 
of the order. The order does not affect future debts, i.e, debts not 
existing at the time the order is served. It is therefore the usual 
practice of bankers, immediately on receipt of the order, to 
inform the customer that the order has been served upon him and 
to open a fresh account, through which all future items should be 
passed — the old account being left dormant until the garnishee 
matter is settled. The order cannot affect this new account, for 
the banker’s debt, represented by the balance in the customer’s 
favour, was not a debt due or accruing due at the date of the 
order. If the new account is in debit, the banker, by virtue of his 
lien on the balance of the old account, can, after satisfaction of the 
garnishee order, transfer the balance to the new account. 

There are two forms of original orders in garnishee proceedings, 
the order nfsa and the “ summons.” The former commands the 
gariiislice to appear before the Court, when, if he cannot satisfy the 
order, he must show cause. If the Court makes the order absolute, 
the garnishee must then j)ay over the amount garnisheed. The 
“ summons ” is similar in effect, except that it gives the garnishee 
tlie option of paying the amount into Court within live clear days 
before tlie hearing, and thus avoid further costs. The banker should 
inform his customer before exercising this option. 

If tlie customer’s balance is insuliicient to satisfy the amount of 
the order, the proper course for the banker is to pay the whole balance 
into Court. Such a payment would be a valid discharge as betAveen 
banker and customer. Before paying the balance into Court the 
banker iscntitUul to deduct from the balance any debts due to him from 
the (mstomer which existed at the date of the order, and for this 
purpose he (;an combine all the customer’s current accounts. But he 
is not entitled to retain moneys to meet a contingent liability of the 
customer on bills discounted by the banker for the customer, and 
still running. And, as Ave have already stated, he is not entitled to 
transfer the balance on the current account to the loan account, so as 
to defeat a garnishee order. 

If, at the date of the order, the customer's current account is 
overdrawn, there is no (hdjt due from the banker to the customer, 
and, therefore, no money to attach, and this is so even though at 
the time that the order is served the customer had not reached 
the agreed limit of overdraft. 
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It has been decided that cheques credited as cash, though 
uncleared, come within the garnisheed debt, on the ground that the 
banker by crediting as cash is collecting them for himself and not 
for his customer, so that the wliolo balance, including tht. uneiearcd 
cheques, is an existing debt for garnishee purposes. But the 
garnishee order docs not aflcet any funds not actually in th('. })anker\s 
hands at the date of the order, e.g., the proceeds of stocks and 
shares sold by the customer’s instructions, and not yet handed over 
to the banker by the broker. 

Where a judgment debtor is one of the parties to a joint 
account, the joint account is not attached. Neither can a balance 
be attached if it proves to be trust money. 

Since a garnishee order affects all debts due or accruing due, 
deposit accounts repayable on demand or at a fixed date are 

attached. As regards a deposit account repayable on the expiry 
of a fixed notice, there is some doubt whether a garnishee order 
will attach, unless notice of withdrawal has been given before 
service of the order. From a recent case, it would appear that the 
order does attach, but this was not the point at issue. 

As in the case of current accounts, the whole deposit, if attach- 
able, is attached, irrespective of the amount of the garnisheed debt. 

When a garnishee order is served on the head office of a bank 
against a customer having an account at a branch, the order 

should be forwarded without delay to the branch, and the account there 
stopped immediately on receipt of the order. Accounts at foreign 
branches out of the jurisdiction of the English Courts are not attachable. 

235. Standing Orders. — A banker often undertakes various sub- 

sidiary services for his customers. One of these is the making of 
periodical payments on their behalf, such as club, charitable sub- 
scriptions and insurance premiums. The banker should keep 
a diary in which all such payments are duly entered on the 

dates when they are due to be paid. Care must be taken to see 

that all such instructions are carried forward at the year’s end. If 
payments are not duly made, the banker will be responsible for any 
loss that may ensue. (For Stamp Duty see p. 40.) 

236. Purchase and Sale of Stock Exchange Securities. — The purchase 
and sale of stock exchange securities, i.e. shares, stocks, etc., quoted 
on the Stock Exchanges, is one of the services a banker is prepared 
to render his customer. The customer’s instructions should be 
taken on the usual bank form, detailing full particulars of the 
securities and stating the price limits, if any. 
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If the security is a registered or inscribed one, the order to sell 
must be signed by all the registered or inscribed holders (see p. 247 
for explanation of these terms). In the case of a bearer security, 
all persons holding themselves out to be the owners should join in 
any authority to soil 

When a purchase is intended, full particulars of the security 
required should be stated in the order, together with any price 
limits Generally these orders embrace a clause giving the banker 
authority to debit the customer’s account with the cost of a pur- 
chase, or to credit the proceeds of a sale. Orders to buy or sell 
do not require stamping, even in the case where instructions to 
debit an account are given, since the sum is not a sum certain. 

The banker in a transaction of this nature is the agent of his 
customer, and, as such, must act with all diligence, both in buying 
and selling, forwarding his principal’s instructions to the brokers 
accurately and without variation. When the transaction is com- 
plettnl he must get [)ossession of the proper documents of title in 
a purchase and of the proceeds in a sale. If the banker negligently 
fails to secure a purchase or to effect a sale, he will be liable to 
his customer for any loss that may ensue. Similarly, he will be 
liable if he varies without authority the instructions given to him 
by the customer. 

237. Valuables for Safe Custody,^ — The fact that a banker, for his 
own protection, has to provide himself with strong rooms, makes 
him particularly suitable as a medium for taking charge of such 
of his customers’ valuables as can be conveniently stored in his 
strong rooms. By taking charge of property in this way, the 
banker becomes a bailee^ i.e. a person to whom goods are entrusted 
for a specific purpose. 

All articles left for safe custody must be entered in the special 
register k('pt for tlie purpose. The entry should be signed by the 
customer and ])y the bank official who receives the articles. When 
the things are given up, the book must be signed as a receipt, 
unk'ss, as is sometimes done, a separate receipt is taken from the 
customer. Bankers generally give receipts for articles deposited 
with them for safe custody, and this receipt must be returned when 
the articles are given up. 

All boxes should be locked and the key kept by the customer, 
while parcels should be securely .sealed. If cither contain bonds 
with coupons or other securities which require attention from time 
to time, and the customer wishes the bank to attend to them, it 
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is desirable that these bonds should be entered separately in the 
Register. Boxes and parcels should bear the name and address 
of the depositor, the banker’s serial number, and a brief description, 
such as “ One sealed parcel inscribed John Smith, 5, Long Road, 
Northtown.” 

When boxes or parcels are left open or unsealed, then all the 
contents should bo enumerated in the Register and signed by the 
customer. If the banker is to be responsible for cutting off coupons, 
etc., care must be taken to see that the due dates arc entered in the 
diary. 

Note (see p. 208). — Set-off . — ^The case of Greenhalgh v. Union Bank 
of Manchester, 1924, emphasises the need, in order to avoid the possi- 
bility of any implied agreement or course of business, precluding the 
banker from exercising his right of set-off when it suits him to do so, 
to take a definite agreement from his customer authorising the banker 
to combine the accounts at any time without notice and dishonour 
cheques on the credit account should the resulting balance be insuffi- 
cient. Alternatively, the banker can give his customer reasonable 
notice to the same effect, but, in the meantime, it might be dangerous 
to dishonour cheques on the credit account. But if an event occurs 
which stops further transactions on the account, such as the customer’s 
death or bankruptcy, then, in the absence of any notice of trust, the 
right to set-off is undoubted. 

Note (see p. 212). ^Thc question of protection against payment on 
a forged indorsement for the cashing branch or banker has again 
been referred by the Institute of Bankers to Counsel, with the result 
that it is now considered that payment by another branch at the 
request of the drawer would be a payment in the ordinary course of 
business, entitling the branch to the protection of section 60. Where, 
however, the cheque is cashed by another banker. Counsel considers 
that the banker docs not obtain protection (see Joiirnal of the Institute 
of Bankers, February, 1924, and Q.B.P., No. 488). 



Chapter XVI 


MIS(M^]LLANI^]OnS ACCOUNTS OK CUSTOMKRS * 

238. Introductory.' 'i’hc procedure on opcTiing an account for a 
new cusl-oin(U‘ lias aln ady been explained (sc'c Chapter 11). 

239. Authorities to Sign on Account- -When a customer wishes to 
authorise anotJier person to op(Tat() on his account, it is essential 
for the bank(‘r te get from his customer a mandate or letter of 
authority expressing in precise terms what powers have been dele- 
gated to the mandatory, i.e. the p(a*son authorised to sign. 

An authority to draw and indorse cliecpies does not necessarily 
imply an authority to draw, accept and iiidorse bills of exchange, 
and, unk^ss expressly provided for, it does not authorise the 
niaruLitorv to overdraw the account so as to make his principal 
liable, or to pledge or withdraw securities. If there is a limit of 
tiuK^. (luring which tlui customer wishes the authority to operate, 
as, for (^xainpk*, during his absemee from Kngland, this should be 
clearly expiTSsed, and, a ])oint which is very inp^ortant, the mandate 
should state that it shall continue in for(;e until expressl}^ revoked 
by notices in writing, deliv(‘red to the banker. Specimens of all 
pai ti(‘S authoi‘is('d to sign in a mandate should be added at the foot. 
It (hx's not rerpiii’c stamping unless in tlic form of an agreenumt 
b('tw(*en the parti(\s. 

WhoTi a mandate is cancelled, the customer’s instructions should 
be obtained regarding any outstanding clieques signed by the 
mandatory bt'fore the cancellation. In the absence of instructions 
to pay them, they should not bo paid without reference to the 
customer. 

Bank(‘rs have sp(*cial forms suitable for the class of account con- 
ci'rning which the mandate is required. The following is a simple 
foi'in for one individual to sign on an individual customer’s account. 

♦ It not possible in an elementary book to treat this subject exhaustively, 
ami readers wln^ n'cpiire further information should I’efor to Practice and Law 
of Piinkin(j, by the same author. Part IV, Chapter III, 
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Mandate or Authority Jor a person to draw on another personas 
account. 

To the Bank, Limited. 

Iloferririg to the Current Account opened at your Bank, I hereby request 
you to honour all cheques drawn on the said account I'y the person wliose 
signature is hereunder written, notwithstanding that sucli cheques may create 
or increase an overdraft to any extent, and 1 authorise tl o c ud person on my 
behalf to make, draw, accept, or otherwise sign an> ihlU of Ex( h uige, 
Promissory Notes or other negotiable instruments, am. to .lisvoupt tljc sarric 
with your Bank or otherwise, and also to imtoi*sc chofp.i s or other nej^uiialjlc 
iiistruinents of any description. 

This authority shall continue in force until I shall have expressly revoked 
it by a notice in writing delivered to yo«i. 

Dated this day of 19 

'The following is the signature of the [)orson authorised to sign as above 
mentioned. 

The special features in regard to authorities in connection with 
agents, joint accounts, etc., are dealt with later in this chapter. In 
the case of Companies, Associations, and similar bodies, the man- 
date drawn up in accordance with resolutions, passed and duly 
authenticated, appointing the bank as banker to the company, 
etc., is the banker’s authority to open the account, and is, there- 
fore, an essential document. Even if not essential, as in the case 
of joint accounts when it has been arranged that all parties to the 
account must sign, a mandate siiould always be taken. 

Particulars of all mandates should be entered in the heading of 
the relative ledger account, special reference being made to limita- 
tions in duration, or amount, if any. 

240. Agents. — An agent is a person who has power to act for or 
on behalf of another person, called his Principal. A writing expressing 
the powers of the agent is not, generally spealdng, a necessary element 
in the appointment of an agent, but, where there is no written 
authority, the powers of an agent are conjectural, and are determined 
by the usage of the particular trade, the course of dealing between 
the parties, and the conduct of the principal and agent. If the 
banker is cognisant of the fact that an agent has exceeded his powers, 
the banker cannot make the princi])al liable for those acts of the 
agent wliich do not come within the scope of his authority. An 
agent may not, except with his principal’s express or implied 
consent, appoint another person to act for him so as to make the 
principal liable for the sub-agent’s acts. 

Any person of sound mind may act as an agent, even an infant, 
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though the latter has, generally speaking, no power to make eon- 
tracts in which he appears as a prineipal. An undischarged bankrupt 
may also act as agent. 

In all cases where an agent signs on behalf of his principal, he 
must so sign as to make it clear that he signs in a representative 
capacity. If he does not do this he may make himself personally 
liable. It is not sufficient to add to his signature words describing 
liim as an agent or as filling a representative character (Bills of 
Exchange Act, 1882, s. 2G (1) ). He is not always safe if he attaches 
his bare signature to a document in which he is described as an 
agent. 

In some' cases the agent may be empowered to sign his principal’s 
name, but the usual form of signature is per procuration {p.p. or 
X>er pro.). An agent authorised to indorse cheques per pro. is not 
thereby entitled to negotiate or cash them, or to pay them into his 
private account. Any banker who permits an agent to do any of 
these things incurs considerable risk, unless he has the principal’s 
express authorisation. Again, the banker is put upon inquiry if an 
agent, who has power to draw cheques on behalf of his principal, pays 
such cheques into Jiis private account, for “ a signature by jnocura- 
tion operates as notice that the agent has but a limited authority to 
sign, and the priiici])al is only bound by such signature if the agent 
was acting within the actual limits of his authority ” (s. 25, Bills 
of Exchange Act, 1882). This S(iction covers all signatures put 
on by delegated authority ; tlio expressions per pro. or p.p., though 
usual, are not essential. 

The (h'atli, insanity, or })ankruptcy of the principal determines 
the authority of the agent to act on his behalf, and upon notice of 
any of tlu'se i^vTiits the banker must immediately suspend all 
opi'rations on the account. Cheques presented after the principal’s 
death should be returned, marked “ Drawer deceased.” But if the 
ag('nt dies, any cheques signed by him on behalf of his principal, 
and presented subsequent to his death, should be duly honoured. 
Insanity of the principal, or of the agent, determines the authority, 
but a principal, certified as insane, is liable for any authorised trans- 
actions enteied into on his behalf by the agent with any person who 
was ignorant of the juincipal’s insanity. Bankruptcy of the agent 
does not necessarily determine his autiiority. 

241. Power of Attorneij . — An agent is sometimes appointed by 
power of attorney. A power of attorney is a writing usually, but 
not always, under seal, authorising a person to act as attorney for 
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another person ; that is to say, to do any special lawful act, or a 
series of lawful acts, on behalf of that other person. A general po^ver 
which gives the agent power to collect and pay debts, and to transact 
business for his principal, does not, as a general rule, include an 
authority to draw, accept and indorse bills of exchange so as to make 
the principal liable. Neither does it authorise the agent to borrow 
money on behalf of his principal, or to x^ledge his principars property. 
I^is, therefore, important that the banker should carefully peruse 
the letter of attorney to see what are the actual x>owcrs conferred 
by the document on the agent. If the power is given for a fixed 
period, or during the continuance of a happening to the principal, 
e.g., his absence abroad, such limitations should not escape the 
banker’s attention. It is usual for the banker to have a certified 
copy of the power. 

Agents signing under a power usually sign per pro,^ or sometimes 
after the donor’s name add such words as “ By his attorney, John 
Smith.” In exceptional cases the attorney might be empowered to 
sign in the form of the donor’s name only. A power becomes void 
on the death, bankruptcy, or insanity of the princii)al, in the same 
way as any other authority to act, but such revoking will not affect 
the rights of third parties, until they have notice of determination, 
in those cases where third parties arc justified in assuming that the 
agent still has the authority which he certainly had at one time. A 
general power of attorney should bear a 10s. stamp. 

242. Lunatics. — A person making a contract is presumed to be 
of sound mind, and if mentally unsound, he can only avoid the 
contract if he, or some one on his behalf, can i)rove that the other 
party loiew his mental condition at the time of contracting. Thus, 
if a man accepts a bill, he is liable on it, whether he is insane or not, 
unless he can prove that the person who got him to accept the instru- 
ment was aware at the time tliat he was insane. In regard to a subse- 
quent holder of such a bill, the editors of Byles on Bills, 17th edition, 
p. 81, suggest that the onus of proving that the bill had been taken 
for value and in good faith might lie on the holder, by virtue of 
s. 30 (2), Bills of Exchange Act, 1882. But if a lunatic buys neces- 
saries he cannot avoid the contract, but must pay a reasonable price 
for them. 

When a banker receives proper notice of a customer’s lunacy, all 
operations on the account must be suspended until receipt of an order 
of the Court, or of proof of the customer’s recovery. All cheques 
honoured by the banker before receipt of notice can be debited to 
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the lunatiC'Ciistomer’s account, but the banker may be liable for 
all cheques honoured after receipt of notice. The banker will not 
be safe in relying upon mere hearsay evidence of his customer’s 
insanity, but knowledge that his customer is detained in a lunatic 
asylum will be sufficient authority for the suspension of operations 
on his account. 

When a person is found to be of unsound mind the usual practice 
nowadays is for tlie Court to appoint a Receiver, who manages the 
mentally unsound person’s affairs under tlie direction of the Masters 
in Lunacy. All clieques must be signed by the Receiver. If the 
customer is sufTcuing from temporary mental derangement, it is not 
uncommon for the banker to waive his strict legal rights, and to 
allow the customer’s wife or next of kin to operate on the account, 
])r()vidc(l that a certificate in the form of a statutory declaration 
from two mc‘dical men is obtained, and that satisfactory security is 
furnished indemnifying the banker against any claim that may 
aft('rwards be made by the customer to lecover any amounts so 
withdrawn whilst he was mentally deranged. 

For the effect of lunacy on a mandate given by the lunatic, 
see ]). 22(h 

243. Intoxicated Persons. — In the eyes of the law, drunkenness 
does not affect a person’s power to contract, but the law will not 
allow any person to take undue advantage of a drunken person's 
state. If, tlu‘refore, a person induces another person, who is so 
dinink that he docs not know what he is doing, to give him a bill or 
cheque, the drunken person may avoid the instrument so far as the 
p(‘rson who improperly inducc'd him to execute it is concerned, but 
if the instrument in the meantime has been transferred to a holder 
who takes it in good faith and for valiu*, the drunken person cannot 
deprive the holder in due course of his rights under the instrument. 

If a customer tenders, when drunk, his own cheque over the counter, 
and insists upon having cash for it, the banker would be well advised 
to have a witness to the signature and the payment of the money. 

244. Trustees in Bankruptcy, Liquidators of Companies, Assignees, 
etc. - -Trustees in bankruptcy must pay all moneys received in their 
official cajiaeity into the Rankruptc^y Estates Account kept with 
the Bank of England, but the Board of Trade, on application, may 
give permission for accounts to be opened with any other bank. 
No trustee in a bankruptcy or under any composition or scheme of 
arrangement must pay any sums received by liim as trustee into his 
private banking account (Bankruptcy Act. 1914, s. 88). All payments 
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out must be made by cheque payable to order, and every cheque 
must have marked or written on the face of it the name of the debtor's 
estate and shall be signed by the trustee and countersigned, where 
there is a Committee of Inspection, by at least one member, and by 
such other person, if any, as the creditors or Committee of Inspection 
may appoint, and where there is no Committee, by such person, if 
any, as the Board of Trade may direct. 

In practice, however, bankers do not usually require the cheques 
to be countersigned by one of the members of the Committee of 
Inspection miless special instructions to this effect are given at the 
time the account is opened. All cheques drawn by a trustee in his 
odicial capacity arc exempt from stamp duty. 

Similar regulations are made by the Companies Act, 11)29, 
and by the Companies Winding-np Act, 1890, in regard to pay- 
ments ill and out of the Companies Liquidation Account at the 
Bank of England, or account at a local bank opened by a liquidator 
appointed by order of the Court to wind up a company’s estate in 
JCngland. Where there is more than one liquidator, the Court 
declares whether the signing of cheques, or any other act required 
to be done by tlic liquidator, shall be done by one or more than one 
or by all. TJiere is considerable doubt whether joint liquidators have 
any power to delegate their authority even to one of themselves. 

When dealing with liquidators it is essential that a banker should 
become acquainted with the powers conferred in writing ujion the 
liquidator, and should loiow what acts of his have to bo confirmed 
by the Committee of Inspection. In cases of a “ member's voluntary 
winding u]),” the shareholders have power of control over the actions 
of tlie liquidator, whilst in eases of a “ creditor’s voluntary winding 
up,” tlie control is vested in the creditors. The appointments of 
liquidators, trustees, receivers and managers, and assignees, are 
published in the Gazelle. If a receiving order is made against a 
trustee in bankruptcy, he must vacate his ofiice. 

When a debtor, in order that bankru})tcy proceedings may be 
avoided, assigns his property to a trustee for the benefit of his creditors, 
the banking account must be opened in the name of the debtor’s 
estate (Deeds of Arrangement Act, 1914). The actions of the trustee 
are controlled by the provisions of the deed of arrangement. 

245. Infants. — Any person under the age of twenty-one is an infant 
(in Scots Law a minor). By s. 22 (2), Bills of Exchange Act, 1882, 
where a bill is drawn or indorsed by an infant, the infant can convey 
a good title to a holder, who is entitled to receive payment of the 
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bill, and the holder can enforce his rights under the instrument against 
any party thereto except the infant. Since by s. 22 (1) of the same 
Act “ capacity to incur liability as a party to a cheque is co-extensive 
with capacity to contract,’’ an infant by law having no capacity to 
contract cannot be sued on any cheque that he may draw, even if 
it is in payment of necessaries ; but in the latter case, tliough not 
liable on the instrument, he is liable on the consideration. It follows 
that if a banker exchanges a cheque for an infant, he cannot recover 
the proceeds if the cheque is afterwards returned to him dishonoured. 

Provided that the account is always kept in credit, there is no 
reason why a banker should not open an account wdth an infant. 
Hut the; infant must not be allowed to overdraw the account, for by 
s. 1, Infants Relief Act, 1874, “all contracts whether by specialty 
or by simple contract entered into by infants for the repayment of 
money lent or to be lent . . . shall be absolutely void,” and, more- 
over, the banker cannot avail himself of a security given by an infant 
to secure his account. But if the security is given by a third party 
the banker can enforce his rights against the third party. An account 
op(‘ned in the joint names of an infant and an adult can be operated 
on like any other joint account, but the infant cannot be made personally 
liable for any overdraft. 

An infant may act as an agent, and, as agent, if given power to 
do so, he can draw, accept and indorse bills, which are binding on 
his principal, and may overdraw' his principal’s account, if that is 
w'itliin the scope of his authority, but the banker should not Icnowdngly 
allow' an infant to do any of these things without the written 
authorisation of tlie principal. An infant may validly witness a 
signature. 

An infant may he appointed as executor, but, if sole executor, he 
cannot act as such until he attains full ago, his duties meanwhile 
bring performed by his guardian or such other person as the Court 
may ai)point. 

An infant may be a partner, but he is not personally liable for 
tbe dt'bts of the partnership incurred during his minority. 

24(). Joint Accounts. — This section deals with those joint accounts 
which arc n(‘ithcr partnership accounts nor trust accounts. The 
litli'r are fully treated later under the appropriate headings. The 
follow ing remarks apply to deposit receipts in joint names as w'ell as 
to current and deposit accounts. 

When a joint account is opened, it is advisable to get all the 
parties concerned to state in writing what signatures are necessary 
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for operations on the account. Unless this is done the banker is 
not safe in honouring any cheques unless signed by all the parties. 

If the joint parties wish to delegate their authority to operate on 
the account to an outside party, all the joint parties must unite in 
giving the authority. Satisfactory evidence of the death of a joint 
party must be produced when the cheques have to be signed by ail, 
before the balance can be withdrawn by the persons entitled to it 
under the written authority, but if the signing of cheques has been 
delegated to one or more of the surviving parties, this i)roof of death 
is not necessary, since the survivors have power to draw out the 
balance by cheque at any time. 

In the event of the bankruptcy of one of two or more joint parties, 
the only safe course for the banker is to stop all operations on the 
account, pending the joint instructions of the solvent party and 
the trustee in bankruptcy. Cheques outstanding after receipt of the 
notice of bankiiiptcy are a difficulty, but it would appear that the 
banker can do no other than return the cheque's, carefully avoiding, 
when doing so, any appearance of damage to the credit of the solvent 
parties. 

On the death of a joint party it is usual and advisable for the 
banker to stop the account and get the survivors to transfer 
the balance by cheque to a fresh account opened in the names 
of the survivors. On the death of all the joint parties any 
balance on the account is payable to the legal representatives of 
the one that died last. 

Cheques on the joint account may be stopped by any one of the 
joint parties, even by a party who has delegated his authority to 
operate on the account to one or more of the other joint parties. 

The accounts of non-trading partnerships should bo treated as 
joint accounts, not partnership accounts. For a partner in a non- 
trading firm has no power to bind his co-partners when he borrows 
money. And ho has no inq)lied ])ower to bind his co-j)artncrs 
by acceptiTig a bill or signing a promissory note. Only the partner 
who signs is liable, it is therefore necessary, when dealing wdth 
non-trading partnt'rships, to g(^t tlu^ authority of all in order to bind 
all. The authority should contain a clause admitting joint and several 
liability, so that the (estate of a deceased or bankrupt partner may 
be bound. Such professional firms as solicitors, doctors, aiehiteets, 
accountants and auctioneers (except when they also buy and sell 
goods), are included in this category. 

247. Partners. — The law of partnership is codified by the Partner- 

10 
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ship Act, 1890. Partnership, by s. 1 of the Act, is defined as “ the 
relation which siibsistvs between persons carrying on a business in 
coinnion with a view of profit.” By s. 1, Companies (Consolidation) 
Act, 1908, no private partnership carrying on a business that has 
for its object the acquisition of gain can consist of more than twenty 
pcMsons, and, if tlie business is that of banking, the number is limited 
to ten. A firm consisting of more than the statutory number of 
partners must be registered as a company under the Companies 
(Consolidation) Act, 1908. 

According to s. 5 of the Partnership Act, 1890 ; “ Every partner 
is an agent of the linn and his other partners for the purpose of the 
business of the partnership ; and the acts of every partner who does 
any act for carrying on in the usual way business of the kind carried 
on by the firm of which lie is a member binds the firm and his partners, 
unless tlie partner so acting has in fact no authority to act for the 
lirm in the particular matter, and the person with whom he is dealing 
(‘ith(‘r knows that he has no authority, or do(‘S not know or believe 
him to bo a partner.” 

When tlie account is opened all the partners should join in an 
authority detailing who is to sign on behalf of the lirm, and the 
form of signature. Eacli partmu’ who is to operate on the account 
should sign in the signature book as he intends to sign in all trans- 
actions binding the firm. 

Every partner in a trading firm has an implied power to bind 
his co-partners by the drawing and indorsing of cheques, the drawing, 
accepting and indorsing of bills of excliange, and the making and 
indorsing of promissoi’y notes. Re has also an implied power to 
boj’row money on belialf of the lirm. But a partner in a non trading 
lirm has no sucli implied powers, except possibly in the drawing and 
indorsing of cheques (see Joint Accounts, ante). 

Any partner has an implied authority to countermand j^ayment 
of any clieque drawn on the firm’s account, and the banker is bound 
to comply with the instructions issued by that partner. If the 
partners desire that a person outside the partnership should operate 
on the account, the autliority must be signed by all the partners ; a 
mandate issued by less tlian all the partners is not sufficient authority 
for the banker to act upon. 

It should be noted that the im^ilied power of a partner with regard 
to negotiable instjuments has some limitations. For example, he 
cannot, as a general rule, bind his co-partners by accei^ing a bill of 
exchange in blank, or by accepting an accommodation bill, except 
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so far as regards a holder for value who took the instrument without 
notice of the blank acceptance, or that the firm was an accommoda- 
tion party (see Journal of the Institute of Bankers, January 1912, 
pp. 24 5). 

Every partner in a firm is jointly liable with the other partners 
(in Scotland severally also) for all debts and obligations of the firm 
incurred while he is a partner ; and after his death, his estate is also 
severally liable in a due course of administration for such debts as 
remain unpaid, but subject, in England and Ireland, to the prior 
payment of his private debts (Partnership Act, 1890, s. 9). 

A joint liability is not individual but collective ; it is the liability 
of all tog(*ther. Hence, though each partner is liable for all the 
debts contracted by the firm from the moment he became a partner 
and all the time he continues to be a partner, and the creditor is entitled 
to sue any partner or all of them, only one action can be brought. 
Judgment obtained against all the partners gives the creditor power to 
enforce it not only against the partnership property, but also against 
the private estates of the partners. But if some and not all the 
partners are sued, and judgment is secured against them, those not 
sued are discharged from liability, even though the judgment is 
unsatisfied. 

A partner may bind his co-partners by signing a joint promissory 
note, but he can only bind them jointly, not jointly and severally, 
by signing a joint and several note, though ho himself will be bound 
severally. 

If partners have private accounts as well as a partnership account, 
it is not incumbent on the banker to question the validity of trans- 
fers of money from the partnership account to the private accounts, 
and vice versa. But the banker should not permit any partner to 
pay into his private account cheques drawn payable to the firm, 
unless express authorisation for such a course has been obtained 
from all the partners. 

By s. 33 (1), Partnership Act, 1890, “subject to any agreement 
between the partners, every partnership is dissolved as regards all 
the partners by the death or bankruptcy of any partner ’’ ; and by 
s. 36 (3), the estate of a partner who dies or becomes bankrupt is not 
liable for partnership debts contracted after cither event has occurred, 
and it makes no difference whether the creditor was or was not aware 
that the partner was dead or bankrupt, but the deceased or bankrupt 
partner’s estate is liable for debts contracted before the death or 
bankruptcy. When the partnership is dissolved by the death, 
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bankruptcy, or retirement of a partner, the banker should stop the 
account at once if he intends to retain his lien on the deceased, 
bankrupt, or retiring partner’s estate. If this is not done, the Rule 
in (’lay ton’s (Jase will operate. 

The continuing partners should bo asked to open a new 
account for future use. Appointment by the Court of a 
receiver of the firm is sufficient ground for a banker to refuse 
any furtlu'r operations on the partnership account. The receiver 
is tluai the only p(;rson who has power to deal with the partnership 
pro|)(‘rty. 

Th<^ lunacy of a partner does not of itself dissolve a partnership, 
but upon the appli(;ation of a hollow-partner the Court may decree 
a dissolution wlaui a partner is found lunatic by inquisition (i.e. by 
an infiuiry instituted by a judge as to whether a man is or is not 
eom])etent to manage his own affairs), or shown to the satisfaction 
of the Court to be of permanently unsound mind. Moreover, the 
(Jourt has power to grant an injunction inhibiting the insane 
partiK'f from interf(‘ring in the partnership business. The banker 
should act as on tln^ death of a partner. 

On the diNitli of a ])artner, the other partners, by the light of 
survivorship, are (‘utitled to any balance remaining on the partnership 
account, and can give the banker a valid discharge for it. The 
d(‘ceas(‘d parfiuT's executors, or the trustee in bankruptcy of a 
bankrujit partner, have no powcu* to bind the firm. Tn the matter of 
ch('qu(‘s issued before tlu* deceased partiua-'s rleatli, the banker should 
only rtd-urn tluMU, mark(‘d ‘‘ Partner deceased,” if the account is 
overdrawn and he decid(\s to stoj) the account in order to preserve 
his lien on the deceased partner’s estate; otherwise^ he should 
honour them. 

A lirm is in no case bound by the acts of a partner who has 
become bankrupt, and therefore, if a cheque drawn by a partner 
who is the subject of baid^ruptcy proceedings is presented, the 
bank('r should not pay it without getting it confirmcfl by the other 
partners. Tlu^ partnership estate is wound up by the remaining 
])artners, without the intervention of the bankrupt’s trustee. The 
bankru])t’s share in the assets passes to his trustee, who cannot bind 
the film, but may be cautliorised by the Court to bring an action in 
the names of the trustee and the other partners, notwithstanding 
(hat the other partners may have released the debtor, or other person 
against whom an action has been brought, which release shall be 
void. If a firm is made bankrupt, it involves the bankruptcy of 
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every member of the firm, and the banker must not j^ermit operations 
on any accounts standing in the partners’ names. 

When a partner retires, the banker should, if the account is 
overdrawn, and he wishes to retain the liability of the retiring partner, 
stop the account and request the continuing partners to open a new 
account. 

When a new partner comes into a firm, it is necessary for the 
banker to stop the account and get the j^artners of the old firm to 
sign a cheque transferring the balance to a new account, and also a 
letter signed by the partners of the new firm authorising the banker 
to debit to the new account all outstanding cheques and all bills 
dishonoured. 

248. Associations, Committees, Societies, etc. — Accounts arc often 
opened by persons in control of the funds of Sports Clubs, Agricul- 
tural and other shows, Subscription Societies formed to promote 
some national object, and the like. The committee of management 
of such societies usually depute certain of their number to operate 
on the account. If the account is always in credit, the banker has 
no need to trouble himself about locating responsibility for debts 
incurred on behalf of the society, but if an overdraft is required, it 
is essential that he should be able to fix the liability for repayment 
of the loan upon some definite person or persons. For these voluntary 
associations, being unincorporated, cannot be sued, and the individual 
members who administer the funds are not personally liable for 
any overdraft, provided that the members of the committee or 
council deputed to operate on the account clearly sign cheques in 
their representative capacity and have not held themselves out as 
having authority to overdraw. For example, if an account of this 
nature is opened under the style of “ The Excel Cricket Club, John 
Jones, Treasurer,” and cheques are signed in that manner, in the 
general way, neither John Jones nor the committee of the club is 
personally responsible for any overdraft. Therefore, if an advance is 
required, the banker should obtain a guarantee from responsible 
parties — -inside or outside the association — ^for repayment. 

When an account of this nature is opened in the name of the 
Society, which is the usual and correct method, the banker should 
be given an authenticated copy of the resolution appointing the 
treasurer, and the bank as bankers of the Society, with specimen 
signatures and detailed instructions as to how cheques are to be 
signed. The foregoing should be embodied in a mandate, signed by 
the chairman of the meeting and countersigned by the secretary 
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(see Appendix, p. 287, for specimen form). Any change in the 
oflicials should be immediately notified to the banker. If the treasurer 
dies or vacates bis office, the banker, immediately on receipt of 
notice, should stop the account, but should honour all cheques drawn 
before receipt of the notice of death or resignation, but presented 
afterwards, unless such cheques arc countermanded before payment 
by a duly authenticated resolution of the controlling committee. 
The executors of a deceased treasurer do not take over an official 
account of this nature, and the account, therefore, must remain 
dormant until the banker receives a duly authenticated copy of the 
resolution appointing a new treasurer. 

Tf the account on behalf of such an association is opened in the 
following form “ John Jones, a/c The Excel Cricket Club,” then 
.John Jones is ])orsonally liable for any overdraft created by the 
drawing of cheepn's on tins account. When an account is opened 
in this form, the banker is entitled to consider it as a personal account 
of John .Tones, and, therefore, does not need to s (‘0 a copy of any 
resolution resp(‘ctifig the account. 

Wluai an association’s funds are vested in and banked in the 
names of trustees, it is necessary that tlie banker should sec the trust 
d(?ed, and thci rules of tlic association defining the powers of the 
trustee, and stating how withdrawals from the fund are to be made. 
Th(i banker should get a mandate signed, and provided that this 
conforms to the rules and tlio provisions in the trust deed, and is 
strictly adhered to, the banker will not incur any liability. 

2411. Building Societies. — Since every building society is governed 
by its rules (registered with the Chief Registrar of Friendly 
Societies), it is incumbent upon the banker to obtain a copy of the 
rules in order to ascertain the regulations controlling the actions of 
the persons entitled to operate on the account. The rules declare 
how' cheques are to be signed, and the banker must see that these 
ruhvs are strictly adhered to. A copy of the resolution appointing 
the bank as bankers to the society should be included in a mandate, 
together with specinum signatures and full instructions as to the 
signing of cheques. This mandate must be duly authenticated. 

2o0. Friendly Societies. — -These mut.ual benefit societies are regulated 
by the Friendly Societies Acts, 1896 and 1908, the Collecting Societies 
and Industrial Assurance Companies Act, 1896, and the Societies 
Borrowing Iknvers Act, 1898. No society can be registered under 
the Friendly Societies Acts, until its rules have been submitted to 
and approved by the Chief Registrar of Friendly Societies. All 
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operations on the account are controlled by the^ules, which stipulate 
how cheques are to be drawn and indorsed. There must not be any 
deviation from the procedure as set forth in these rules. Cheques 
drawn by a duly registered Friendly Society are exempt from stamp 
duty, but those of unregistered societies are not. 

When opening an account with one of these societies, the banker 
should get a copy of the rules for future guidance, and a mandate. 
The mandate should embody the resolution appointing the bank as 
bankers to the society, include specimen signatures, and state how 
cheques are to be signed. With regard to the latter, the banker 
should see that the instructions given conform to the rules of the 
society. The banker should satisfy himself that any society claiming 
to be entitled to use unstamped cheques is, in fact, authorised to 
do so. 

251. Companies. — The internal management of a joint stock 
company is governed by its Articles of Association, while its external 
operations are controlled by its Memorandum of Association. A 
copy of each of these documents is therefore necessary to a banker 
who proposes to have dealings with the company. Another docu- 
ment containing useful information is the company's annual balance 
sheet. 

Where the company proposing to open an account is a newly 
formed company, it is necessary that the banker should also see its 
Certificate of Incorporation, issued by the Registrar of Joint Stock 
Companies. This certificate is conclusive evidence that all the 
statutory requirements of the Act have been complied with. In 
the case of public companies, the banker should also see the certificate 
issued by tJie Registrar certifying that the company is entitled to 
commence business. Until this latter certificate has been issued, 
no public company can begin business operations or borrow money. 
This provision docs not apply to Private Companies, which can 
commence business operations as soon as incorporated. 

“ The Memorandum of Association is ... a company’s funda- 
mental and, except in certain particulars, its unalterable law.” In 
the Memorandum are set forth the objects for which the company 
was established, and the powers with which those in charge of its 
operations are invested. Nothing contained in the Memorandum can 
be altered except by sanction of the Court, upholding a special resolu- 
tion of the company. Any act done or contract entered into by the 
company, which is outside the scope of the Memorandum, is ultra 
vires (i.e. beyond the powers) of the company, and not binding upon 
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the company. The* Articles of Association contain the regulations 
controlling the internal management of the company. The Articles 
together with the Memorandum must be registered with the Registrar 
of Joint Stock Companies. 

Every person dealing with a company is taken to know the 
provisions of the Memorandum and Articles, so far as they relate 
to the company’s dealings with persons outside the company. Both 
the documents can be inspected by any person at the Registry of 
Joint Stock Companies in London or Edinburgh respectively, upon 
payment of a fee of one shilling. The banker, therefore, before dealing 
with a company, must get to know the powers of the directors as 
prescribed in the two documents, more particularly their borrowing 
])owers and their powers to mortgage the company’s, assets, and the 
regulations controlling the signing and indorsing of bills and cheques. 
Hut the ])anker is not taken to know anything relating to the internal 
management of the com})any. 

A copy of the resolution of the directors, appointing the bank 
as bankcTS to the company, should be included in a mandate giving 
all the necessary particulars of the way in which the moneys of the 
com[)any may be drawn out for the purposes of the company, and 
including specimen signatures (see iVppondix, p. 288, for specimen 
form). This mandate duly signed by tfie chairman and counter- 
signed by the secretary forms the banker’s authority for transacting 
busiiK'ss with the company. The banker should see that it is consonant 
\\ith the provisions of the ]\remorandum and Articles. Any change 
in the dii’cctorate or seend-aryship should be notified to the banker 
by eiudosiiig a duly authenticated copy of the resolution making the 
change of appointment. 

The Directors arc' ])ersons appointed by the members to manage 
the business of the C()m]mny in the interests of the shareholders. 
Tney are the agents of the company in its dealings with persons outside 
t be company, and their ])owers are strictly defined by the Memorandum 
and Articles. If they go beyond the powers conferred upon them 
by these documents, they are j^ersonally liable, provided that the 
party with whom they have contracted had no notice that they were 
going beyond their powers. For example, if they borrow money 
from a banker without authority, or in excess of their authority, 
tlu'y are personally liable, as having committed a breach of warranty 
of authority, ])rovided that tlie banker, wlien advancing the money, 
was acting in good faith and without knowledge of the lack of 
authority. 
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The Secretary’s position depends upon the authority with which 
he is clothed. Prima facie, his duties are those of a mere scribe, 
deputed to record and carry out the instructions of the directors. 
But if his powers are greater than these, and the persons dealing with 
him know it, then his actions within the scope of the authority con- 
ferred upon him are binding both on the directors and the company. 
Neither the directors nor the secretary should be allowed to put 
cheques payable to the company into their private accounts. 

Section 26 of the Companies Act, 1929, defines a Private Company 
as one “ which by its Articles (a) restricts the right to transfer its 
shares; (b) limits the number of its members to fifty, not including 
persons who are in the employment of the company and persons who, 
having been formerly in the employment of the eompany, were while 
in that employment, and have continued after the determination of 
that employment to be, members of the company; and (c) prohibits 
any invitation to the public to subscribe for any shares or 
debentures of the company.” S. 1 of the same Act provides 
that a private company shall not consist of less than two persons, 
and other sections of the Act absolve such companies from some of 
the regulations imposed upon public companies — the most important 
of these being exemption from the obligation of sending an annual 
statement in the form of a Balance Sheet to the Registrar (s. 110 (3) ). 

Every company, other than a private company, registered under 
the Companies Act, 1929, is a public company and must consist of 
not less than seven members. Banking partnerships consisting of 
more than ten, and other partnerships consisting of more than twenty, 
persons must by ss. 357-8 of the Act bo registered as companies, 
either public or private, and with limited or unlimited liability. 

By s. 18 (1), where it is proved to the satisfaction of the Board 
of Trade that a limited company is being formed for promoting 
commerce, art, science, religion, charity, or other useful object, and 
intends to apply its profits, if any, or other income in promoting its 
objects, the company may be registered with limited liability, without 
adding the word “ Limited ” to its name. All other limited companies 
must have the word “ Limited ” as the last word of their name (s. 2 (1) ). 

By s. 93 (1), every limited company “ shall have its name men- 
tioned in legible characters on all . . . bills of exchange, promissory 
notes, indorsements, cheques, and orders for money or goods purporting 
to be signed by or on behalf of the company. ...” The signing 
of bills, cheques and promissory notes may be done in one of two 
ways : (a) by a duly authorised agent signing the name of the company 
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only, (6) by a duly authorised agent signing by or on behalf of or 
on account of the company, followed by the agent’s signature. Both 
forms of signature will be binding on the company (s. 30). If the 
true name of the company does not appear on the documents enumer- 
ated in s. 93, which also includes notices, advertisements, etc., and 
if the officials signing have not the requisite authority, they may 
incur personal liability on the instruments, unless the same are duly 
paid by the company (see s. 93 (4) ). If the name of the company 
is not on the bill, cheque or promissory note, the official is also liable 
to a fine not exceeding £60. 

252. Winding up . — By s. 126, Bankruptcy Act, 1914, no receiving 
oi(l(‘r can bo made against any corporation, or against any partner- 
ship, or association, or company, which is registered under tlie 
()ompaui(\s Act, 1929, or any enactment re2)ealed by that Act. A 
company terminates its career by its being what is called “ wound 
up ” ; during the process it is said to be “ in liquidation.” Winding 
up may be necessary (1) because the company is unable to pay its 
debts ; (2) because it is deemed advisable to reconstruct the com- 
pany, or to amalgamate with, or be absorbed by, another company ; 
(3) because of tlie non-compliance with statutory regulations. There 
are three ways in which a company may be wound up : (1) By 
the Court (Compulsory Liquidation). (2) Voluntary Liquidation. 
(3) V^)Iuntary Liquidation under Supervision of the Court (Companies 
Act, 192i), s. 156). 

253. Deceased Customer, Executors, and Administrators.— By s. 75, 

Bills of Exchange Act, 1882, notice of a customer’s death determines 
the duty and autliority of a banker to pay his customer’s cheques. 
Therefore, upon receipt of notice of his death, all operations on the 
account should be suspended until production of probate, if the 
deceased has left a will, or of letters of administration, if the deceased 
died intestate. CJieques paid before receipt of notice can be debited 
to the account, and cheques marked by the banker at the customer’s 
request, or in accordance with the custom of the local clearing, and 
paid by the banker after receipt of notice, can also be debited to 
the account ; so also can any amount due to a stockbroker for 
purchases made by the banker on the customer’s behalf, and similar 
liabilities incurred by the banker on the customer’s instructions. 

After exhibition of probate [or letters of administration] to the 
banker, the executors [or administrators] should be allowed to close 
the account, and deal with the deceased’s securities. A banker must 
not pay over any money, or release any securities on production of 
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any foreign or colonial probate — only a probate taken out in this 
country can control any English estate. Probate is a copy of the 
deceased’s will, made out under the seal of the Probate Court Registry, 
together with a certificate stating that the ^vill has been proved. 

The following particulars of probate or of letters of administration 
should be recorded by the banker : Dates of the will and of probate ; 
where probate was granted ; the date of exhibition and the name of 
the person exhibiting it ; the probate value of the estate ; names 
and powers of the executors, administrators, or trustees. These 
details should bo entered in the ledger against the deceased’s account, 
or in the Probate Book. A copy of any proved will can be obtained 
from Somerset House 

If the deceased left a credit balance on his account, this should 
be drawn out by the legal representatives’ cheque (signed by all), 
and transferred to the executorship account. Such an account 
would either be opened in the personal names of the legal representa- 
tives (without reference to the executorship), or in the following 
form : The Executors of John Smith, deceased, H. Brown and 
W. Robinson, Executors.” If the account is opened in the personal 
names of the executors, all the executors should sign cheques, unless 
other arrangements are made when the account is opened. If the 
account is opened as avowedly an executorship account, one executor 
could legally operate on the account, and the banker, unless a different 
arrangement is made, must pay all cheques so drawn ; but it would 
appear — the matter is not beyond doubt — that any executor can, at 
any time, countermand the payment of cheques drawn by any other 
executor. Where all the executors sign the cheques it is beyond 
doubt that any one of them can countermand payment. To avoid 
disputes, the banker should come to some definite arrangement at 
the time the account is opened, and get his usual form of mandate 
or authority for joint accounts, signed by all the executors or adminis- 
trators ; but no matter what instructions arc then given, any executor 
can revoke them at any time, and the banker is bound to take 
notice of such revocation. 

254. Trust Accounts. — ^With regard to Trust Accoimts, the general 
principle of treatment by the banker is that he must not knowingly 
be a party to a breach of trust. That is to say, if a customer places 
money that the banker knows is trust money in his charge, the 
banker must not allow the customer to draw out the money for a 
purpose obviously inconsistent with the customer’s duties as a 
trustee. The banker must not act upon mere suspicion. Before 
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refusing to honour his customer’s cheques he must have substantial 
grounds for believing that a breach of trust is intended. 

Cheques drawn in favour of a trust, whether crossed or uncrossed, 
must not bo credited to the trustees’ (or executors’) private account, 
or the banker will make himself liable for any misappropriation on 
the ground of negligence. 

Trustees, unlike executors, have no individual powers. They 
must all act together, and they cannot delegate their authority to 
any other person, even to one of themselves. Consequently, all must 
join in the signing of cheques, save where it is expressly provided 
for in the trust deed that one may sign on behalf of the others. 
Countermand of payment of a cheque may bo effectively made by 
any one of tlio trustees, and the banker is bound to take notice of 
such countermand. 

255. Public Accounts. — Tjocal Authorities , — The Local Authorities 
Act, 1908, s. 2 (a), delin(\s a local authority as a council of a County, 
Borough, Urban District, Rural District, or Parish, and a joint 
cc>mmittee, or joint board of any two or more such councils, to which 
any of the powers or duties of the appointing councils may have been 
transferred or delegated under the provisions of any Act of Parliament 
or Provisional Order ; and a Parish Meeting under the provisions 
of the Jjocal Gov(‘rnment Act, 1894. 

These public bodies are strictly controlled by various statutes, 
the principal bi'ing tlie Public Health Act, 1875, the Municipal 
Corporations Act, 1882, and the Local Government Acts, 1888, 1894, 
and 1933. Uvery authority must appoint a Treasurer to receive and 
pay out all moneys controlled by the authority. The Treasurer must 
not (except in the case of a Parish Council) be a member of the Council, 
and must give sullicient security for the faitliful execution of his 
duties. 

The cheques must be drawn on the Treasurer, and, in the case 
of Boroughs, Urban and Rural District Councils, must be signed by 
three nuunbc'rs of the Council, and countersigned by the Clerk, or by 
a dc'puty approved by the Council. The proper form of the account 
is “John Smith, Msq., Treasurer of the Mayor, Aldermen and Bur- 
gesses of the Borough of Blanktown,” not “ The Mayor, ete., in 
account with the Blanktown Bank, Ltd.” The procedure in regard 
to County authorities is the same. A Parish Council may appoint 
either one of their own number, or any other fit person to act as 
Treasurer, who must give such security as is required by the 
regulations. In the case of Parish Councils, all cheques must be 
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signed by two members of the Council and countersigned by the 
Clerk. Generally, the Treasurer is the manager of a local bank, 
but in some of the large towns there is an official appointed to 
this post. 

The officials — rate collectors, etc. — of the local authority, who 
collect the revenues, pay all amounts direct into the Treasurer’s 
account at the bank. Separate accounts must be kept for each 
separate undertaking of the authority, as, for example, “ Electricity 
Supply a/c,” “ General Purposes a/c,” “ Water Supply a/c,” etc. 
Neither the local authority nor the bank is entitled to amalgamate 
the various accounts, i.e. neither is entitled to set-off a debit balance, 
say, on the Electricity Account against a credit balance, say, on the 
General Purposes Account (Attorney -General v. Corj)oration of West 
Ham, 1910). 

It should bo noted that the orders for payment are drawn upon 
the Treasurer and not upon the bank at which the moneys received 
are paid in by the various officials. For example, the orders to 
pay run somewhat as follows : “To John Smith, Esq., Treasurer 
of the Blankshire Urban District Council at the City Bank, Ltd., 

Pay or order the sum of and charge the same to the 

account of the said Urban District Council.” The Local Govern- 
ment Board insist that the orders must be payable to order, and 
not to bearer. These orders are presented by the payees to the 
bank for payment. If the orders arc not signed as laid down, 
then the Treasurer is furnished with a list of payments, duly signed 
by members of the Council and countersigned by the Clerk, authorising 
him to pay orders for each amount specified in the statement, when 
the orders are presented to him. The orders for payment must be 
duly stamped, and, according to the Inland Revenue authorities, it 
would appear that stamps must be put on tin’s list for e'ach payee’s 
name on the list. 

Since these orders must be drawn on the Treasurer and not on 
tlie bank, they are not cheques within the meaning of s. 60, Bills 
of Exchange Act, 1882, which section protects a banker paying 
under a forged indorsement. Moreover, not being cheques, they 
cannot be effectively crossed. 

If, therefore, one of these documents is paid on a forged 
indorsement, there arises the question of the Treasurer’s position, 
both as regards the local authority and the true owner- The 
Treasurer’s mandate was to pay a certain named person. This he 
has not done. Fortunately, however, for the Treasurer, it was held 
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in an old case that as the account was opened and kept for the 
benefit of the authority, it was only reasonable that the Treasurer 
should bo entitled to the same protection against the authority as a 
banker. Hence, if the Treasurer is able to maintain this position, 
he can debit the authority with the amount. It should be noted 
that if the documents are conditional, as is frequently the case, the 
statutory protection is excluded. 

It is not possible to state precisely what is the extent of the 
Treasurer’s liability to the true owner, owing to the absence of 
definite legal decisions on the point. 

With regard to the banker who collects such a document bearing 
a forged indorsement, there is no protection whatever. The docu- 
ment is not a cheque, and therefore cannot be effectively crossed. 
Consequently, the banker is excluded from the protection of s. 82 
Bills of Exchange Act, 1882. Moreover, as the documents are not 
drawn upon a banker, s. 17, Revcpno Act, 1883, does not cover them. 
(See also Conditional Orders to Pay, p. 195) 
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BILLS DISCOUNTED AND ADVANCES 

257. Bills Discounted. — Bills Discounted form an important part 
of the banker’s assets. Such bills are the absolute property of the 
banker, since to “ discount ” a bill means to buy it. In practice, 
the banker credits his customer with the face amount of the bill, 
and debits him with interest on the amount for the period the bill 
has to run. Thus, in the case of a bill for £1,000 due in three months’ 
time, the customer would be credited with £1,000, and, taking interest 
at 6 per cent., debited with £15. This charge is the banker’s 
remuneration for waiting three months for the repayment of his 
money. 

Discounting a bill must be distinguished from the pledging of 
a bill. When a banker takes a bill as security he, as pledgee, has 
only an interest in the bill equal to the amount he lias advanced 
against it. He is, according to the Bills of Exchange Act, 1882, 
s. 27 (3), a holder for value to the extent of the sum for which he 
has a lien. The bill remains the property of the pledgor, and the 
banker must account to him for any surplus over the amount of the 
advance. In the case of a discounted bill, the discounter is a holder 
for full value, and is entitled to retain the whole proceeds of the 
bill. 

When a banker is asked to discount a bill for a customer, his 
first consideration is the financial position of the customer, together 
with that of the drawer (if his customer is not the draver) and the 
acceptor, and other parties to the bill, if any. So far as his own 
customer is concerned, the banker can, from his knowledge of the 
account, form an opinion of the customer’s financial stability, while, 
as regards an acceptor, who banks with another bank, an inquiry 
can be made of that bank respecting his suitability as an acceptor. 
Furthermore, if the banker has discounted bills for this particular 

customer on previous occasions, his records will show the usual 
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fates of such bills, and perhaps of bills accepted by this particular 
acceptor. 

Having satisfied himself in regard to the financial resources of 
the parties, the next step is the consideration for which the bill is 
drawn. Only genuine trade bills should be discounted. A genuine 
trade bill is one which is accepted for value and given in a trans- 
action which it is usual to settle by means of bills. Thus, a bill 
drawn by a wholesale merchant on a retail tradesman would, in the 
general way, be a suitable bill for discount, but a bill drawn by the 
retail tradesman on one of his customers would not be satisfactory. 
It is not usual for retail tradesmen to be paid in this way. The 
tradesman can justifiably expect to sell either these goods or others 
during the currency of the bill, but the tradesman’s customer is the 
final consumer, and cannot look to the goods to provide the necessary 
funds. For an analogous reason, bills drawn against such things 
as fixtures or machinery, which form part of the acceptor’s fixed 
capital, arc not suitable for discounting. 

Another kind of bill not suitable for discount by a banker is 
an accommodation bill. This is a bill in which a person has signed 
as drawer, acceptor, or indorser, not with the intention of receiving 
value therefor, but for the purpose of lending his name to some 
other person. Even if the banker is aware of the fact, he can enforce 
payment against the accommodation party, but such bills are not 
satisfactory. 

When discounting a bill, the banker must see that it is in order 
as regards its form, stamp, acceptance and indorsements. It is 
essejitial that the signature of the customer for whom the bill is 
discounted should appear on the bill. This will be either as drawer 
or indorser. Otherwise, if he be only a transferor by delivery, he 
will not be liable on the bill in the event of its dishonour, unless 
it happens to be a forgery. In the latter case ho is liable under 
8. 58 (3) Bills of Exchange Act, 1882 (q.v,). 

If a discounted bill is dishonoured and the customer’s balance 
IS not suflicient to meet it, notice of dishonour, together with a 
request for payment, should be sent to the customer and to all 
parties liable on the instrument. The banker should keep possession 
of the bill, retaining any credit balance on the customer’s account. 
The bill, in such cases, must be debited to a suspense account, entitled 
“ Past Due Bills ” or “ Bills Unpaid,” etc. A foreign bill must be 
noted or protested, and, where tlie bill is an inland bill, it may be 
desirable to note it. 
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258. Entries . — Having agreed to diseoimt a bill, which is found to 
be in order, the banker will put it through his books. Immediately 
on receipt, bills for discount are entered in the Bills Discounted 
Register, Bills Discounted Journal, or some such book with a 
similar title and use. The book is ruled to contain full details, such 
as names of customer, drawer, and mdorser, date drawn, currency, 
due date, amount, number of days to run, rate and amount of dis- 
count. Each bill is given a distmetive number, which is wiitten on 
the bill and recorded in the appropriate column in the Register. 
The bills are then put through a Bills Discounted Ledger, with an 
account for each customer for whom bills have been discounted. 
This ledger account enables the banker to sec at a glance how much 
paper he has discounted for each customer, and to restrict discounting 
when the arranged limit is reached, or when the banker thinks he 
has as much paper running as the customer’s financial position 
warrants. When a bill matures and is duly paid, it is taken out of 
this account. 

All bills discounted arc entered in a Bill Diary, to ensure prompt 
presentment on maturity. All the bills maturing on the same day 
are entered on the same page, and, when the due date arrives, arc 
duly presented for payment. Another important book in this connec- 
tion is the Acceptor’s I^edgcr, in which accounts are kept in the name 
of each acceptor, with details of each bill bearing his acceptance. 
This enables the banker to see the amount he has running against 
each acceptor. Brief extracts of reports obtained as to the accep- 
tor’s standing and responsibility are entered in this book, together 
with the date and source of the report. If a bill is withdrawn or 
dishonoured, the fact is duly recorded for futine guidance. 

We have now dealt with the principal books through which bills 
discounted are passed. Each bank has its own particular system 
and titles, but the main prmciples arc the same. All bills discounted 
are debited to a General (or Principal) Ledger Account, Bills Dis- 
counted, which is credited on the maturity of the bills. It follows 
that the total bills outstanding in either the Acce])tors’ Ledger or 
the Bills Discounted Ledger must agree with the balance of this 
General Ledger Account. Another General Ledger Account is Dis- 
count Account, to which is credited the discount charged on bills. 
Since a anker, when discounting a bill, credits to this account the 
whole of the discount charged, he must make a reserve for those of 
his discounted bills which have not matured when his half-yearly 
Profit and Loss Account is made up. This item appears either in 

17 
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the Profit and Loss Account, or on the liabilities side of the Balance 
Sheet as “ Rebate on bills not due.*’ The reason for this is that the 
discount on a bill is not fully earned until the bill has matured. 

259. Advances. — Since the greater part of a banker’s funds consist 
of moneys received on current or deposit accounts repayable on de- 
mand, or on deposit accounts repayable at short notice, he must employ 
them in such a way that he can readily realise them if necessary. 

Accordingly, the first canon of sound banking is that the 
advances sliould be of a temporary nature and be repayable on 
demand. Hence, the customer must not use the money for pur- 
chasing fixed assets, such as buildings and machinery, or for providing 
himself with the floating capital required to carry on his business. 
Loans of this nature should be raised on mortgage from persons 
desiring long-dated or permanent investments. Banking loans are 
better suited for meeting a temporary shortage of cash, due to seasonal 
purchases or the like. Another axiom of banking is that it is better 
to advance small sums to many customers than large sums to few. 
Indeed, the lending of too large a proportion of their assets in one or 
two big advances has ruined or severely crippled not a few bankers. 

When a customer asks for a loan, the banker’s first inquiries 
are direeted to the amount, the time, and purpose for which the loan 
is recpiired, the means of re-paymcnt, and the security offered. As 
regards security, although some advances may justifiably be made 
without this safeguard, it is the practice of bankers to require 
security, and quite rightly, as they hold such vast sums belonging 
to the public that they are bound to take every precaution lest they 
should jeopardise their solvency by making hazardous unsecured 
advances. Furthermore, the profit made on such advances is not 
sufficient to compensate them for the risk involved. 

When considering an application for an advance, the banker 
will give due regard to : (1) The record and value of the account 
and its connections, (2) the nature of the applicant’s business, (3) the 
personal character of the applicant. Whenever possible, the appli- 
cant’s balance sheet should be obtained. A properly prepared 
balance sheet, together with the replies to the points mentioned in 
the previous paragraph, will enable the banker to see if the proposed 
advance is likely to be of any real assistance to the borrower. If 
his cash liabilities are out of proportion to his cash assets plus the 
proposed loan, then it is evident that any advance will merely post- 
pone, temporarily, the evil day, and, sooner or later, the banker will 
have to stop an unsatisfactory account and realise his security. 
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SECURITIES FOR ADVANCES 

260. Classes of Securities, — A banker has many different kinds of 
securities submitted to him as cover for advances to customers. The 
kind of security depends largely on the location of the borrower, 
and the kind of business conducted by him. Thus it would be 
quite the usual thing for a Manchester merchant to offer shipping 
documents, whereas a borrower in a country town would be more 
likely to submit title deeds. As a banker avoids advancing too 
large a proportion of his funds against any one class of security, it 
is a great advantage for him to have numerous branches all over 
the country, because he is thus enabled to spread his advances over 
various trades and industries. 

The principal types of security taken from borrowers are : stocks 
and shares, guarantees by responsible parties, title deeds to landed 
property, life policies and documents of title relating to merchandise. 
The chief characteristics of these various kinds of securities will be 
explained in this chapter. Readers who require fuller information 
than can be given in an elementary treatise are referred to the 
author’s Practice and Law of Banking, 

261. Lien, Pledge, and Mortgage. — There are three ways in which 
securities may be made available, viz. by (1) lien, (2) pledge, and 
(3) mortgage. In each case the banker docs not become the abso- 
lute owner of the property, but has certain rights over the property 
until the debt due to him is repaid. In an ordinary lien the 
borrower is still the owner of the property, but the creditor is in 
actual or constructive possession of the property. Generally speaking, 
he has no right of sale. The expression, “ constructive possession,” 
means that which may be implied as equivalent to actual posses- 
sion. Lien, therefore, may be defined as the right to retain property 
until the debt ir respect of which the lien was created has been 
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repaid. “ Bankers’ Lien ” is much stronger than an ordinary lien, 
and, as its importance merits, is treated separately and fully later 
in this chapter. 

In a pledge or pawn, the pledgee, or pawnee, i.c. the person to 
whom a thing is pledged or pawned, is entitled to possession of the 
property until the debt is discharged, and the pledgee has, in certain 
circumstances, the power of sale. The ownership of the property 
remains in the pledger, but he cannot claim possession until he has 
satisfied the pledgee’s rights. Pledge may be defined as the actual 
or constructive handing over of property by the borrower to the 
lender «as security for the due repayment of a debt. 

In a legal mortgage, a special interest passes conditionally to the 
mortgagee, i.e. the person to whom property is mortgaged. The 
mortgagee has the right of sale, but not necessarily of possession, as, 
for example, when a person mortgages the house he is occupying. 
A legal mortgage may be defined as a transfer by the mortgagor to 
the mortgagee of a special legal interest in property as security for 
money lent by the mortgagee, subject to the mortgagor’s right to 
have the transfer cancelled on repayment of the loan. 

The securities to which lien is applicable are mentioned later. 
Pledge is the appropriate way of obtaining a security over goods 
and chattels, and fully negotiable securities, such as bearer bonds. 
S(^curities which arc subject to mortgage are title deeds to landed 
proi)erty, life policies, and stocks and shares. 

When securities are deposited with a banker as cover for an 
advance, tlie conditions of the deposit are generally set out in an 
appropriate document of charge, such as a mortgage deed, memo- 
randum of deposit, or letter of h 3 rpothecation. 

Mortgage deeds are used for charges on landed property and 
life policies, while a memorandum or letter of deposit is taken 
over stocks and shares, and over landed property when only an 
equitable mortgage is being created. The document of charge taken 
over documentary bills, i.e. bills of exchange accompanied by bills 
of lading relating to shipments of merchandise, is generally called 
a letter of hypothecation. When the security deposited to secure 
a borrower’s account belongs to another person, it is often termed a 
“ collateral ” security. The borrower’s own security is sometimes 
termed a “ direct ” security. 

262. Bankers' Lien . — As w'e have already stated, a lien is the 
right to retain property belonging to a debtor until he has dis- 
charged the debt due to the person retaining the property. A lien 
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may be either {a) particular, or (b) general. A particular lien arises 
from the particular transaction connected with the property sub- 
ject to the lien, while a general lien arises not only out of the 
particular transaction, but also out of the general dealings between 
the two parties in respect of other transactions of a similar 
character. 

A banker’s lien is a general lien, and covers all securities 
deposited with him as banker by a customer, unless there be an 
express contract inconsistent with lien. With regard to the latter, 
securities deposited with a banker for safe custody are not subject 
to lien. The lien arises over property coming into the banker’s 
possession in the ordinary course of his business as banker of his 
customer. This would comprise all such documents as bills, cheques, 
notes, exchequer bills, bonds, coupons, etc. Bankers’ lien is for 
the general indebtedness of the customer, but, if a security has 
been given to cover a specific advance, the customer, on repaying 
that advance, is entitled to the return of the security, even though 
he may be indebted to the banker on other accounts. This is a 
further example of an “ express contract ” which excludes lien. 

Difficult questions sometimes arise when bonds are deposited 
with a banker for safe custody, with instructions also to deal with 
them in some way. Each case depends on its merits, and any 
banker wishing to rely on such bonds as security should get a letter 
or memorandum of deposit signed by the customer. 

A banker’s lien has been defined as an implied pledge (Brandao 
V. Barnett^ 1846). An ordinary lien does not give a power of sale, 
whereas a pledge does. The question does not arise in regard to 
bills, notes, and cheques, by reason of s. 27 (3), Bills of Exchange 
Act, 1882, which reads as follows : “ where the holder of a bill 
has a lien on it, arising either from contract or by implication of 
law, he is deemed to be a holder for value to the extent of the 
sum for which he has a lien.” That is to say, as holder for value, 
provided he took the instrument in good faith, he can sue in his 
own name the acceptor and other parties to the bill, notwithstanding 
that his customer has a defective title to the bill. The banker can 
sue on the, whole bill, but if his debt is less than the amount 
received in respect of the bill, he must hand over the surplus to his 
customer, or to the true owner, if his customer’s title is defective. 
But if he claims under a forged indorsement he has, by s. 24 of the 
same Act, no right to retain the instrument or to enforce payment 
against any party thereto. 
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In the absence of agreement to the contrary a banker has a 
lien on all bills and cheques paid in for collection by his customer. 

263. Guarantees. — A guarantee is a written promise made by one 
person to be collaterally answerable for the debt or default of 
another person. A guarantee must be evidenced by some note or 
memorandum in writing, signed by the person to be held responsible. 

The essential characteristic of a guarantee is that the guarantor 
(or, as he is often called, the surety) is only collaterally answer- 
able ; the person for whose account the guarantee is given, generally 
calked the principal debtor, is primarily liable. The guarantor’s 
liability only arises when the principal debtor fails to repay his 
debt. 

The contract of guarantee must bo distinguished from a con- 
tract of indemnity or a novation of the debt. A contract of indem- 
nity aris(‘s in siudi cases as the following : Smith agrees with Brown, 
a sJ\o})ke(‘])(‘r, that if Jhown will let Robinson have certain goods, 
he (Smith) will see that Brown is paid for them. Such a promise 
iummI nut be in writing to be enforceable against Smith. In regard 
to novation, if Smith agrec's with Brown that if Brown will release 
Smith’s fri('nd Robinson from liis liability, he (Smith) will pay the 
debt, this is a novation of the debt, i.e. a substitution of a new 
debtor for the original debtor. 

A gmirantee givcui by two or more individuals should be worded 
so that th<^ ])arties arc jointly and severally {i.e. separately) liable 
for the amount of the guarantee. And a guarantee should be a 
continuing one, that is, should be expressed to cover the fluctuating 
balance of a current account from time to time. It should also 
include interest and all usual banker’s charges. 

If any change occurs in the state of the account, as by the 
di‘ath, bankruptcy, or insanity of the person or persons whose 
accounts are guaranti'ed, or of similar events happening to the 
guarantor, or any of the guarantors, if more than one, the guaranteed 
account should be stopped, and any future entries put through a 
new account for which the banker cannot hold the guarantors 
responsible. 

(guarantees under hand must be stamped sixpence as agree- 
ments. If the stamp is an adhesive one, the first signatory must 
write his signature across it. If impressed, the stamp may be added 
any time within 14 days of the date of the document. Guarantees 
iiiulcT seal require an ad valorem stamiD of 2s. 6d. per cent., which 
may be impressed within 30 days after date of the deed. 
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The value of a guarantee as security depends on the continued 
solvency of the guarantor, and the banker should make periodical 
inquiries, not less often than annually, respecting the financial 
position of all guarantors. 

264. Stock Exchange Securities.—This term covers all such docu- 
ments as debentures, bonds, scrip, stock and share certificates 
issued by joint stock and other companies, by public authorities 
and by governments. They arc a very suitable kind of security 
for a banker, as (1) they are, in the general way, readily realisable ; 
(2) they are transferable easily and at little cost ; (3) their present 
market value can usually be readily ascertained ; (4) some are fully 
negotiable — a most valuable quality from a banker’s point of 
view. 

Stock Exchange securities are divided into two main groups, 
(1) fully negotiable and (2) non-negotiable securities. The latter 
are sub-divided into inscribed and registered securities. 

A security can only be said to be fully negotiable when the 
absolute ownership of the property represented by the document 
vests in the holder so that (1) he is not prejudiced by any defect 
in his transferor’s title, and (2) he can sue on the document in his 
own name. Ownership of such securities may be transferred by 
indorsement and delivery, or by mere delivery. The latter type 
are negotiable in the fullest sense of the word. Such a document 
may have been stolen, yet a pledgee, who takes it in good faith 
and for value, has an indisputable title to it against the whole 
world. Examples of fully negotiable securities are bonds or scrip 
payable to bearer. Exchequer Bonds and Treasury Bills. 

Inscribed stocks are so called because the holders of these stocks 
and the amount of their holdings are inscribed, i.e. recorded, in the 
books of the particular bank through which all dealings in the 
stocks are transacted. The holders do not receive a certificate of 
title, but merely a “ stock receipt ” for the purchase money. This 
stock receipt has no value, and need not be produced when the 
stock is sold. To this class belong Consols, certain British Govern- 
ment Funds and many Corporation and Colonial Government 
Stocks. In the case of the recent issues of the British Govern- 
ment, the holder may be registered and have a certificate or be 
inscribed. 

The property in registered securities is evidenced by a certificate, 
and this class includes nearly all the securities issued by joint stock 
companies except debentures and share warrants payable to bearer. 
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A memorandum of deposit or an agreement should always be 
taken by the banker when Stock Exchange securities are lodged as 
cover for advances. The memorandum must be stamped 6d., which 
may be adhesive, or impressed within 14 days of the date of the 
document. 

Where the securities are fully negotiable, no other document is 
reejuired. But where they are inscribed or registered securities, 
the banker can only obtain a complete title by having the securities 
i‘(‘gistered in his o^vn name, or the names of his nominees. In 

r(^gard to the latter, joint stock banks do not register such 

sc^curitii^s in the baiik’s name, but in the names of two senior 
oflicials. 

In r(‘gar(l, how(*ver, to registered securities, an equitable mortgage 
can b(' obtained by deposit of the share certificate — the banker 
protecting hims(4f by taking a memorandum of deposit (or agree- 
ment) and a transfer in favour of the banker or his nominees, 
ex(‘cuted by the registered holder of the shares. This transfer is 
not n^gistered except in order to realise or to render the security 
more perfect. Notice of the bank’s interest, called “ notice of 

li(‘n,” is given to tlu; issuing company. 

Jhinkers do not registiT themselves as holders of shares which 
are not fully paid uj), as by regi.st<‘ring they would become liable 
for any calls which might Ix^ mad(^ 

A “ blank transbu* ” is a transfer which is lacking in some 
of the details nec(*ssary to render it complete and ready for regis- 
tration by th(^ company or authority concerned, as e.g. the trans- 
feree’s name. 

A debenture is a document issued by a company (or other cor- 
porate* body) acknowk'dging the indebtedness of the company 

eitlu*r to the b(*arer, or to the registered holder of the document. 
A debenture is sometimes secured by a specific charge on certain 
assets or rev(*nues. If secured by a charge over property of the 
conq)any, it is called a mortgage debenture. Sometimes a debenture 
contains a “ floating charge ” over the company’s property. A 
floating charge has been defined as an equitable charge on the 
assets for the time being of a going concern. 

265. Life Policies. — A life policy is a very general form of security 
for advances up to the surrender value of the policy. The “ sur- 
render value ” is the amount which the issuing company will pay 
to cancel the policy. This amount can be obtained from the com- 
pany upon application. A life policy is a security which increases 
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in value the longer it is held. It also forms a useful supplementary 
security, as in the event of the death of the person assured, the 
capital value is at once received. 

A “whole life ” policy is one which is payable on the death of 
the assured person, while an “ endowment ” policy is one which is 
payable after the expiration of a stated number of years or on the 
assured’s death if it occurs before the expiration of the stated 
period. 

The general method of obtaining a security over a life policy 
is assignment by way of mortgage. Notice of the execution of this 
deed should be given to the insurance company, after which the 
company will not pay over moneys under the policy except to the 
banker. 

The banker should see that the premiums are duly paid as and 
when they fall due. The assured person’s age should be “ admitted ” 
by the company. This is necessary because the premium is based 
on the age stated by the assured, and until a birth certificate or 
other satisfactory evidence of age has been produced, the company 
will not pay the amount of the policy. 

266. Title Deeds. — ^Title deeds to landed property are often offered 
to bankers as security for advances, particularly in country districts. 

In theory, all land in this country is held by tenure from the 
Crown, and the greatest interest a subject can have is that of a 
freeholder. This, in practice, however, is equivalent to absolute 
ownership. If a freeholder grants the land to a person for a term 
of years, he is termed the lessor, and the person in whose favour 
the lease is granted is a lessee. The lessee’s interest in the land is 
known as leasehold. After the agreed number of years have 
expired, the land reverts to the original lessor (or his heirs or 
assigns). The term “ land ” includes all buildings, trees, growing 
produce, etc., on it. 

A banker obtains a security over landed property in one of two 
ways: (a) by a legal mortgage, (6) by an equitable mortgage. The 
latter kind may be effected by a deposit of the title deeds, with or 
without a memorandum of deposit. The former is the more usual 
method. 

In a legal mortgage, a legal estate or interest in the land is created 
by deed in favour of the mortgagee as a security for' the payment of 
money due or to become due, subject to the mortgagor’s right 
of redemption. The mortgagor (i.e. the borrower) is the real owner 
of the land. The lender is called a mortgagee. On repayment of 
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the loan, the mortgage is receipted by the mortgagor The mortgage 
deed forms part of the chain of title deeds, and must be preserved 
with the deeds. 

Bankers have their own forms of mortgage, and these usually 
make tlie moneys advanced repayable on demand. A legal mort- 
gagee has power of sale. The right to foreclose^ i e. the mortgagee’s 
right to deprive a defaulting mortgagor of his entire interest in 
the mortgaged property, can only be exercised after application 
to the Court, and the effect is to make the mortgagee the ab- 
solute oivncr ot the land. Until the land has been sold or fore- 
closure has taken place, the mortgagor has always the Tight to 
redeem his proi)erty by paying off the loan, when the mortgage is 
dis(*harg(‘(l. 

The mortgagor may create a second or third mortgage on his 
property ; such mortgages are not suitable for a banker’s security. 
The value of a second mortgage depends on the margin of value 
left after satisfying the principal and interest of the first mortgagee. 
In the event of the latter having to realise his security, he is not 
bound to consider the interests of any other parties, and a forced 
sale may result in little or no margin of value over the amount of 
the first mortgage. There is also the possibility that arrears of 
interest may be due to the first mortgagee. 

Whenever land(‘d property is taken as security, the deeds should 
be accomj)auied by a Fire Policy covering the value of all buildings 
there may be on the land. The policy should either be in the 
banker’s name or indorsed by the issuing company with a note of 
his interest. 

207. Documents of Title to Goods. — Goods and merchandise may 
be taken as security for advances. This is effected, not by taking 
actual delivery of the goods, but by the pledge of certain docu- 
ments which re]ireseiit the goods, or by getting the persons with 
wliom the goods arc stored to register the banker as holder. The 
most familiar of these documents are explained below. 

A Bill of Lading is a document issued by and signed by, or by 
the authority of, a sliip’s captain, acknowledging that the goods 
described in the bill have been duly received on board, and under- 
taking to deliver the goods in the like order and condition as 
received to the consignee, or to his order or assigns, provided the 
freight and any other charges specified in the bill of lading have 
been duly paid. 

Brielly, a bill of lading is the contract between the shipowners 
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and the shippers of goods, and also the document of title to the 
goods whilst they are at sea. By means of a bill of lading the goods 
can be sold or otherwise dealt with while still on the sea. Bills of 

lading pass by indorsement. They are usually drawn in sets of 

three. Two of the parts are usually sent by different mails to the 
consignee, or to the bank handling the relative bills of exchange, 

while the third is retained by the shipper or banker. A bill of 

lading for goods to be exported or carried coastwise must be stamped 
6d. before execution. Bills of lading for goods imported are not 
subject to stamp duty. 

The following is a simple form of bill of lading. 


Bill of Lading {Simple Form). 

(Stamp 

Shipped in good Order and well conditioned by in and 

upon iho good Stoain Ship called the whereof 

is Master for the present Vh)yago and now lying in 

and bound for 


being marked and numbered as in the Margin, and 

are to bo delivered in the like good Order and well conditioned at the aforesaid 

Port of (The Act of God, the King’s Enemies, Fire, Machinery, 

Boilers, Steam, and all and every otlicr Dangers and Accidents of the Seas, 
Rivers and Steam Navigation, of whatever nature and kiml soever excepted) 

unto or to Assigns 

Freight for the said Goods 

with primage and Average accustomed. 

In Witness whereof the Master or Purser of the said Ship hath affirmed 

to Bills of Lading all of this Tenor and Date the one of which Bills 

being accomplished the others to stand void. 

Dated in London, 19... 

Weight and contents unknown. For the Master. 


A Dock Warrant is a document given by a dock company, 
warehouse keeper or wharfinger, in exchange for goods deposited. 
The docunjcnt describes the goods, acknowledges the receipt 
of them, and undertakes to deliver them to the order of the 
depositor. 

A dock warrant can only arise after the goods have reached 
their destination and have been duly landed. It must be stamped 
with a 3d. stamp, impressed or adhesive. If the stamp is adhesive, 
it must be cancelled. 
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The following is a form of Dock Warrant ; — 



Dock Warrant. 


(Stamp 3u.). 

No 

• • • 

19... 

Warrant for . . 


the ship 

Master 

, from . . 

entered by 

on the 

deliverable to 


dorsernemt hereon. 

Pent commences on the . . . . 


charges from the date hereof. 

Rate charged. 


MARK. 


Numbers. 


Weight. 


jROss. Tare. 


LoJgor No. 


Cl('rk. 


Folio 

Warrant Clerk. 


A War chouse- Keeper's Certificate is a document given by a ware- 
house-keeper certifying that he holds the goods described in the 
certificate and awaits instructions for their disposal from the person 
to whom the certificate is addressed. It is simply a receipt for the 
goods and indicates on the face of it that it is not transferable. It 
must be stamped 3d 

The following will serve as an example ; — 

Warehouse-Kkeper’s Certificate. 


No (Stamp 3f/.). 

Not transferable. 

Messr*? 

Wo hold at yonr disposal in our warehouse as per conditions on back 
hereof ex S.S 


Warehouse-Keeper. 

^Conditions as to is.sue of delivery orders, payment of rent, etc., indorsed.) 

If the owner wants to get the goods out of the warehouse, he 
must issue a Delivery Order, or obtain a warrant from the ware- 
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house-keeper by which the goods can be made deliverable either 
to himself, or to his assigns by indorsement. 

A Delivery Order is a document containing the owner’s instruc- 
tions respecting delivery, addressed to the proprietors of the ware- 
house where the goods are lodged. 

The following is an example : — 

Delivery Order. 

London, 

No 19... 

To 

Please deliver to the undemoted goods, entered by 

on in the ship Captain 

from Charges from to 

be paid 

Mark. 

No 

Contents. 


.The documents of title enumerated in the foregoing are divided 
into two distinct classes: (1) bills of lading, certain transferable 
warrants, and (2) certain other transferable warrants, warehouse- 
keepers’ certificates or receipts, and delivery orders. The posses- 
sion of a bill of lading or a transferable warrant of the first class 
is equivalent to actual possession of the goods, always provided 
that the documents have been received bona fide. No title can be 
obtained under a document which has been stolen. Possession of 
documents of the second class does not pass a complete title, and 
the banker must have the goods registered in his own name 
before the security can bo said to be complete. 

With regard to transferable warrants, only those issued by 
dock companies and warehouse-keepers who have obtained authority 
to do so under special Act of Parliament pass, strictly speaking, 
a complete title. Those issued by other companies not so 
authorised should not be held, and the banker should at once have 
himself registered as holder. If he does not do so, there is a danger 
that, on the bankruptcy of the owner of the goods, they may be 
held to pass to the trustee in bankruptcy. In many cases, how- 
ever, it is not the practice to make any distinction. 

A memorandum of deposit or letter of hypothecation should 
always be signed by the borrower, and the banker should see that 
the goods are adequately insured against marine risks where a bill 
of lading is concerned, and against fire in other cases. 
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Advances against bills of lading are generally made in con- 
nection with documentary bills which are explained below. 

26S. Docunmitary Bills . — A documentary bill is a bill of exchange 
which is accompanied by tlie documents of title to the goods for 
whicli it is drawn. The document of title is usually a bill of lading, 
and th(i other documents are the shipper’s invoice and marine 
insurance policy. The banker should examine the documents to 
sec that they purport to be what they ought to be, but he is not 
responsible for their genuineness. Insurance policies must be duly 
stam]K'd. Tf received from abroad, they must be stamped within 
10 days of their arrival in the United Kingdom. When the bills 
are to be sent abroad, the baidvcr should see that the foreign 
customs’ requirements in the way of certificates of origin, attested 
invoices, etc., are complied with. 

1’he chief ways in wdiich documentary bills drawn against exports 
come into a banker's hands are for collection or negotiation. In 
the case of import bills, bankers frequently handle them under 
documentary acceptance credits (see also p. 189). 

Documentary bills are sometimes marked “ Documents upon 
acce])tance ” (D/A) or “ Documents upon Payment ” (D/P), which 
means, respecitively, that the documents are to be given upon 
acceptance or payment of the relative bill of exchange. These 
phrases inserted in a documentary bill do not infringe s. 3, Bills of 
Exchange Act, 1882^ which says that the order to pay must be 
unconditional. When a documentary bill is presented for acceptance, 
the drawee has the right to inspect the documents, but he has no 
right to detain them unless the bill is a D/A bill and he accepts 
th(‘- bill. Tlie banker, therefore, should not leave the documents 
with the drawee unless the drawer has expressly authorised him 
to do so. In the case of D/P bills, it is usual to leave a notice 
with the drawTc informing him that the bills can be inspected at 
the bank. 

If the drawee accepts the bill in the following form, “ Accepted 
payable on delivery of the bill of lading,” he accepts it condi- 
tionally, and by s. 44, Bills of Exchange Act, 1882, the drawer and 
any indorser prior to acceptance, who does not expressly or impliedly 
authorise the banker to take a qualified acceptance, or does not 
subsequently do so, is discharged from all liability on the bill. 
Hence the consent of all prior parties must be obtained. 

11 the documents arc to be released to the acceptor only on 
pavMK^nt of the bill, it is the custom to hand them over on payment 
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of the bill under rebate, calculated at half per cent, above the 
current deposit rate of the London joint stock banks. A receipt 
should be indorsed on the back of the bill stating at what rate per 
cent, rebate has been allowed. The rebate is calculated from the 
date when the cheque given in payment is actually cleared to the 
due date of the bill. 




Appendix I 

BILLS OF EXCHANGE ACT, 1882. 

(46 46 VicT. c. 61) 

An Act to codify the law relating to Bills of Exchange, Cheques, and 

Promissory Notes. (18th August, 1882.) 

BE it enacted by the Queen’s most Excellent Majesty, by and with 
the advice and consent of the Lords Spiritual and Temporal, and 
Commons, in this present Parliament assembled, and by the 
authority ot the same, follows : 

Part I. — 1*reliminary. 

1. This Act may be cited as the Bills of Exchange Act, 1882. 

2. In this Act, unless the context otherwise requires, — 

“ Acceptance ” moans an acceptance completed by delivery 
or notification. 

“ Action ” includes counter claim and sot off. 

“ Banker ” includes a body of persons whether incorporated 
or not who carry on the business of banking. 

“ Bankrupt ” includes any person whose estate is vested in 
a trustee or assignee under the law for the time being in 
force relating to bankruptcy. 

“ Bearer ” means the person in possession of a bill or note 
which is payable to bearer, 

“ Bill ” moans bill of exchange, and “ note ” means promissory 
note. 

“ Delivery ” means transfer of possession, actual or con- 
structive, from one person to another. 

“ Holder ” means the payee or indorsee of a bill or note who 
is in possession of it, or the bearer thereof. 

“ Indorsement ” means an indorsement completed by delivery. 

“ Issue ” means the first delivery of a bill or note, complete 
in form to a person who takes it as a holder. 

“ Person ” includes a body of persons whether incorporated 
or not. 

“ Value ” means valuable consideration. 

“ Written ” includes printed, and “ writing ” includes print. 

Part IT. — Bills of Exchange. 

Form and Interpretation. 

3. — (1) A bill of exchange is an unconditional order in writing, 
addressed by one person to another, signed by the person giving 
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it, requiring the person to whom it is adclrossccl to pay on doinand 
or at a fixed or determinable future time a sum certain in money 
to or to the order of a specified person, or to bearer, 

(2) An instrument which does not comply with these conditions, 
or which orders any act to be done in addition to the payment of 
money, is not a bill of exchange. 

(3) An order to pay out of a particular fund is not unconditional 
within the moaning of this section ; but an unqualified order to 
pay, coupled with (a) an indication of a particular fund out of 
which the drawee is to re-imburse himself or a particular account 
to be debited with the amount, or (6) a statement of the transaction 
which gives rise to the bill, is unconditional, 

(4) A hill is not invalid by reason — 

(a) That it is not dated ; 

(b) That it does not specify the value given, or that any value 
has been given therefor ; 

(c) That it does not specify the place where it is drawn or the 
place where it is payable. 

4. --(l) An inland bill is a bill which is or on the face of it pur- 
I)orts to be (a) both drawn and payable within the British Islands, 
or (b) drawn within the British Islands upon some person resident 
th(‘rein. Any other bill is a foreign bill. 

For the purposes of this Act “ British Islands ” mean any part 
of the United Kingdom of Great Britain and Ireland, the islands of 
Man, Guernsey, Jersey, Alderney, and Sark, and the islands adjacent 
to any of them being part of the dominions of Her Majesty. 

(2) Unh'ss the contrary appear on the face of the bill the holder 
may treat it as an inland bill. 

5. — (I) A bill may bo drawn payable to, or to the order of, the 
drawer ; or it may be drawn payable to, or to the order of, the 
draw(M\ 

(2) W’lK'ie in a bill drawer and drawee are the same person, 
or whore the drawee is a fictitious person or a person not having 
capacity to contract, the holder may treat the instrument, at his 
option, either as a bill of exchange or as a promissory note. 

6. — (1) 'riie drawee must be named or otherwise indicated in 
a bill with reasonable certainty. 

(2) A bill may be addressed to two or more drawees whether 
they are partners or not, but an order addressed to two drawees 
in (ho alternative or to two or more drawees in succession is not 
a bill of exchange. 

7. - (1) Whore a bill is not payable to bearer, the payee mu.st 
bo luuncd or otherwise indicated tbeiein with reasonable certainty. 

(2) A bill may bo maile payable to two or more payees jointly, 
or it may bo made payable in the alternative to one of two, or one 
or some of several payees. A bill may also bo made payable to 
the holder of an office for the time being. 
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(3) Where the payee is a fictitious or non-existing person the 
bill may be treated as payable to bearer, 

8, — (1) When a bill contains words prohibiting transfer, or 
indicating an intention that it should not be transferable, it is 
valid as between the parties thereto, but is not negotiable. 

(2) A negotiable bill may be payable eitlior to order or to bearer, 

(3) A bill is payable to bearer which is expressed to bo so payable, 
or on which the only or last indorsement is an indorsement in 
blank. 

(4) A bill is payable to order which is expressed to be so payable, 
or which is expressed to bo payable to a particular person, and 
does not contain words prohibiting transfer or indicating an 
intention that it should not be transferable. 

(5) Whore a bill, either originally or by indorsement, is expressed 
to be payable to the order of a specified person, and not to him or 
his order, it is nevertheless payable to him or his order at his option. 

9, — (1) The sum payable by a bill is a sum certain within tho 
meaning of this Act, although it is required to be paid — 

(a) With interest. 

(6) By stated instalments. 

(c) By stated instalments, with a provision that upon default 
in payment of any instalment the whole shall become due, 

(d) According to an indicated rate of exchange or according to 
a rate of exchange to be ascertained as directed by the bill, 

(2) Whore the sum payable is expressed in words and also in 
figures, and thei’e is a discrepancy between tho two, the sum denoted 
by tho words is the amount payable. 

(3) Whore a bill is expressed to bo payable with interest, unless 
the instrument otherwise provides, interest runs from tho date of 
the bill, and if tho bill is undated from tho issue thereof. 

10, — (1) A bill is payable on demand — 

(a) Which is oxpre^ssed to bo payable on demand, or at sight, 
or on presentation ; or 

(ft) In which no time for payment is expressed, 

(2) Whore a bill is accepted or indorsed when it is overdue, it 
shall, as regards the acceptor who so accepts, or any indorser who 
so indorses it, be doomed a bill payable on demand. 

11, A bill is payable at a determinable future time within the 
meaning of this Act which is expressed to be payable — 

(1) At a fixed period after date or sight. 

(2) On or at a fixed period after the occurrence of a specified 
event which is certain to happen, though the time of happen- 
ing may be uncertain. 

An instrument expressed to be payable on a contingency is not 
a bill, and the happening of the event does not cure the defect. 

12, Where a bill expressed to be payable at a fixed period after 
date is issued undated, or where the acceptance of a bill payable 
at a fixed period after sight is undated, any holder may insert 
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therein the true date of issue or acceptance, and the bill shall be 
payable accordingly. 

Provided that ( 1 ) where the holder in good faith and by mistake 
inserts a wrong date, and (2) in every case where a wrong date is 
inserted, if the bill subsequently comes into the hands of a holder 
in due course the bill shall not be avoided thereby, but .shall operate 
and be payable as if the date so inserted had been the true 
date. 

Where a bill or an acceptance or any indorsement 
on a bill is dated, the date shall, unless the contrary be proved, 
be doomed to be the true date of the drawing, acceptance, or 
indorsement, as the case may bo. 

(2) A bill is not invalid by reason only that it is ante-dated or 
post-dated, or that it boars date on a Sunday. 

14. Whore a bill is not payable on demand the day on which 
it falls due is determined as follows : — 

(1) Three days, called days of grace, are, in every case where 
the bill itself does not otherwise provide, added to the time 
of payment as fixed by the bill, and the bill is due and 
payable on the last day of grace : Provided that — 

(а) When the la.st day of grace falls on Sunday, Christmas 
Day, Good Friday, or a day appointed by Royal procla- 
mation as a public fast or thanksgiving day, the bill is, 
excejit in the case heroin-after provided for, due and 
payable on the preceding business day ; 

(б) When the last day of grace is a Bank Holiday (other than 
Christmas Day or Good Friday) under the Bank Holidays 
Act, 1871, and Acts amending or extending it, or when 
the last day of grace is a Sunday and the second day of 
grace is a Bank Holiday, the bill is due and pa5^able on 
the succeeding business day. 

(2) Where a bill is payable at a fixed period after date, after 
sight, or after the happening of a specified event, the time 
of payment is determined by excluding the day from which 
the timo is to begin to run and by including the day of 
payment, 

(3) Where a bill is payable at a fixed period after sight, the 
time begins to run from the date of tho acceptance if the bill 
be accepted, and from tho date of noting or protest if the bill 
be noted or protested for non-acceptance, or for non-delivery, 

(4) The term “ month ” in a bill mjeans calendar month, ^ 

15. The drawer of a bill and any indorser may insert therein tho 
name of a person to whom the holder may resort in case of need, 
that is to say, in ca.se the bill is dishonoured by non-acceptance 
or non-payment. Such person is called the referee in case of need. 
It is in tho option of the holder bo resort to tho referee in case of 
need or not as he mfty think fit. 
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16. The drawer of a bill, and any indorser, may insert therein 
an express stipulation— 

(1) Negativing or limiting his own liability to the holder; 

(2) Waiving as regards himself some or all of the holder’s duties. 

17 . — (1) The acceptance of a bill is the signification by the 
drawee of his assent to the order of the drawer. 

(2) An acceptance is invalid unless it complies with the following 
conditions, namely : 

(а) It must be written on the bill and bo signed by the drawee. 
The mere signature of the drawee without additional words 
is sufficient. 

(б) It must not express that the drawee will perform his promise 
by any other means than the payment of money. 

18 . A bill may be accepted — 

{}) Before it has been signed- by the drawer, or while otherwise 
incomplete ; 

(2) Wlion it is overdue, or after it has been dishonoured by a 
previous refusal to accept, or by non-payment : 

(3) When a bill payable after sight is dishonoured by non- 
acceptance, and the drawee subsequently accepts it, the 
holder, in the absence of any different agreement, is entitled 
to have the bill accepted as of the date of first presentment 
to the drawee for acceptance. 

19 . — (1) An acceptance is either (a) general or (b) qualified, 

(2) A general acceptance assents without qualification to the 

order of the drawer. A qualified acceptance in express terms 
varies the effect of the bill as drawn. 

In particular an acceptance is qualified which is — 

(а) conditional, that is to say, which makes payment by the 
acceptor dependent on the fulfilment of a condition therein 
stated : 

(б) partial, that is to say, an acceptance to pay part only of the 
amount for which the bill is drawn ; 

(c) local, that is to say, an acceptance to pay only at a particular 
specified place ; 

An acceptance to pay at a particular place is a general 
acceptance, unless it expressly states that the bill is to be 
paid there only and not elsewhere : 

(d) qualified as to time ; 

(«) the acceptance of some one or more of the drawees, but not 
of all. 

20. — (1) Whore a simple signature on a blank stamped paper 
is delivered by the signer in order that it may be converted into a 
bill, it operates as a prima facie authority to fill it up as a complete 
bill for any amount the stamp will cover, using the signature for 
that of the drawer, or the acceptor, or an indorser ; and, in like 
manner, when a bill is wanting in any material particular, the 
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person in possession of it has a prima facie authority to fill up the 
omission in any way he thinks fit. 

(2) In order that any such instrument when completed may be 
enforceable against any person who became a party thereto prior 
to its completion, it must be filled up within a reasonable time, and 
strictly in accordance with the authority given. Reasonable time 
for this purpose is a question of fact. 

Provided that if any such instrument after completion is nego- 
tiated to a holder in due course it shall be valid and effectual for 
all purposes in liis hands, and he may enforce it as if it had been 
filled up within a reasonable time and strictly in accordance with 
the authority given. 

Delivery. 21. — (1) Every contract on a bill, whether it be the drawer’s, 

the acceptor’s or an indorsor's, is incomplete and revocable, until 
delivery of the instrumcint in order to give effect thereto. 

Provided that where an acceptance is written on a bill, and the 
drawee gives notice to or according to the directions of the person 
entitled to the bill that he has accepted it, the acceptance then 
becomes complete and irrevocable. 

(2) As between immediate parties, and as regards a remote 
party other than a holder in due course, the delivery — 

(а) in order to bo effectual must bo made either by or under 
the authority of the party drawing, accepting, or indorsing, 
as the case may be : 

(б) may be shown to have boon conditional or for a special 
purpose only, and not for the purpose of transferring the 
property in the bill. 

Rut if the bill be in the hands of a holder in duo course a valid 
delivery of the bill by all parties prior to him so as to make them 
liable to him is conclusively presumed. 

(3) Where a bill is no longer in the possession of a party 
who has signed it as drawer, acceptor, or in<lorser, a valid and 
unconditional delivery by him is presumed until the contrary 
is proved. 

Capacity aad Authority of Parties. 

Caparlty of 22. (1) Capacity to incur liability as a party to a bill is co- 
* extensix'o with capacity to contract. 

Provided that nothing in this section sliall enable a corporation 
to make itself liable as drawer, acceptor, or indorser of a bill unless 
it is competent to it so to do under the law for the time being in 
force relating to corporations. 

(2) Where a bill is drawn or indorsed by an infant, minor, or 
corporation having no rapacity or power to incur liability on a 
bill, the drawing or indorsements entitles the holder to receive 
payment of the bill, and to enforce it against any other party 
thereto. 
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23. No person is liable as drawer, indorser, or acceptor of a bill 
who has not signed it as such : Provided tnat — 

(1) Where a person signs a bill in a trade or assumed name, ho 
is liable thereon as if he had signed it in his own name : 

(2) Tlie signature of the name of a firm is equivalent to the 
signature by the person so signing of the names of all persons 
liable as partners in that firm. 

24. Subject to the provisions of this Act, where a signature on 
a bill is forged or placed thereon without the authority of the person 
whose signature it purports to be, the forged or unauthorised 
signature is wholly inoperative, and no right to retain the bill or to 
give a discharge therefor or to enforce payment thereof against any 
party thereto can be acquired through or under that signature, unless 
the party against whom it is sought to retain or enforce payment of 
the bill is precluded from setting up the forgery or want of authority. 

Provided that nothing in this-section shall affect the ratification 
of an unauthorised signature not arnoimting to a forgery. 

25. A signature by procuration operates as notice that the agent 
has but a limited authority to sign, and the principal is only bound 
by such signature if the agent in so signing was acting within the 
actual limits of his authority. 

26. — (1) Where a person signs a bill as drawer, indorsor, or 
acceptor, and adds words to his signature, indicating that he signs 
for or on behalf of a principal, or in a representative character, 
he is not personally liable thereon ; but the mere addition to his 
signature of words describing him as an agent, or as filling a repre- 
sentative character, does not exempt him from personal liability. 

(2) In determining wliothor a signature on a bill is that of the 
principal or that of the agent by whose hand it is written, the 
construction most favourable to the v{didity of the instrument 
shall be adopted. 

Tlie Consideration for a Bill. 

27. — (1) Valuable consideration fora bill may bo constituted by — 

(a) Any consideration sufiicient to support a simple contract ; 

{h) An antecedent debt or liability. Such a debt or liability 

is deemed valuable consideration whether the bill is payable 
on demand or at a future time. 

(2) Where value has at any time been given for a bill the holder 
is deemed to be a holder for value as regards the acceptor and all 
parties to the bill who became parties prior to such time. 

(3) Whore the holder of a bill has a lien on it, arising either 
from contract or by implication of law, ho is deemed to be a holder 
for value to the extent of the sum for which ho has a lien. 

28. — (1) An accommodation party to a bill is a person who has 
signed a bill as drawer, acceptor, or indorser, without receiving 
value therefor, and for the purpose of lending his name to some 
other person. 
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(2) An accommodation party is liable on the bill to a holder for 
value ; and it is immaterial whether, when such holder took the 
bill, he know such party to be an accommodation party or not. 

29. — (1) A holder in due course is a holder who has taken a 
bill, complete and regular on the face of it, under the following 
conditions ; namely : — 

(a) That he became the holder of it before it was overdue, and 
without notice that it had been previously dishonoured, if 
such was the fact : 

(b) Tliat he took the bill in good faith and for value, and that 
at the time the bill was negotiated to him he had no notice 
of any defect in the title of the person who negotiated it. 

(2) In particular the title of a person who negotiates a bill is 
defective within the meaning of this Act when ho obtained the 
bill, or the acceptance thereof, by fraud, duress, or force and fear, 
or other unlawful means, or for an illegal consideration, or when 
he negotiates it in breach of faith, or under such circumstances 
as amount to a fraud. 

(!{) A holder (whether for value or not) who derives his title to 
a hill through a holder in due course, and who is not himself a 
party to any fraud or illegality affecting it, has all the rights of 
that hokh^r in duo course as regards the acce[)tor and all parties 
to the bill prior to that holder. 

30. — (1) Every party who.se signature appears on a bill is prirna 
Jdcie deemed to have become a party thereto for valno. 

(2) Every holder of a bill is prima facie deemed to bo a holder 
in due course ; but if in an action on a bill it is admitted or proved 
that the acceptance, issue, or subsequent negoluition of the bill 
is affected with fraud, duress, or force and fear, or illegality, the 
burden of proof is shifted, unless and until the holder pioves that, 
subsequent to the alleged fraud or illegality, value has in good 
faith b(*(?n given for the bill. 

Negotiation of Bills. 

31. — (1) A bill is negotiated when it is transferred from one 
person to another in such a manner as to constitute the transferee 
the holder of the bill. 

(2) A bill payable to bearer is negotiated by delivery. 

(3) A bill payable to order is negotiated by the indorsement of 
the holder completed by deliver}’. 

(4) Whore the holder of a bill payable to his order transfers it 
for value without indorsing it. the transfer gives the transferee 
such title as the transferor had in the bill, and the transferee 
in addition acquires the right to have the indorsement of the 
transferor. 

(5) Where any person is under obligation to indorse a bill in a 
representative capacity, he may indorse the bill in such terms as 
to negative personal liability. 
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32 . An indorsement in order to operate as a negotiation must 
comply with the following conditions, namely : — 

(1) It must be written on the bill itself and be signed by the 
indorser. The simple signature of the indorser on the bill, 
without additional words, is sufficient. 

An indorsement written on an allonge, or on a “ copy ** 
0 .^ a bill issued or negotiated in a country where “ copies ** 
are recognised, is deemed to be written on the bill itself. 

(2) It must be an indorsement of the entire bill. A partial 
indorsement, that is to say, an indorsement which purports to 
transfer to the indorsee a part onl}'^ of the amount payable, or 
which purports to transfer the bill to two or more indorsees 
severally, does not operate as a negotiation of the bill. 

(3) Whore a bill is payable to the order of two or more payees 
or indorsees who are not partners all must indorse, unless the 
one indorsing has authority to indorse for the others. 

(4) Whore, in a bill payable to order, the payee or indorsee is 
wrongly designated, or his name is misspelt, he may indorse 
the bill as therein described, adding, if he think fit, his proper 
signature. 

(5) Where there are two or more indorsements on a bill, each 
indorsement is deemed to have been made in the order in 
which it appears on the bill, until the contrary is proved. 

(6) An indorsement may bo made in blank or special. It may 
also contain terms making it restrictive. 

33 . Whore a bill purports to be indorsed conditionally the 
condition may be disregarded by the payer, and payment to the 
indorsee is valid whether the condition has boon fulfilled or not. 

34 . --(l) An indorsement in blank specifies no indorsee, and a 
bill so indorsed becomes payable to bearer. 

(2) A special indorsement sjjecifios the person to whom, or to 
whoso order, the bill is to bo payable. 

(3) The provisions of this Act relating to a payee apply with the 
necessary modifications to an indorsee under a special indorsement. 

(4) When a bill has been indorsed in blank, any holder may 
convert the blank indorsement into a special indorsement by 
writing above the indorser’s signature a direction to pay the bill to 
or to the order of himself or some other person. 

35 . — (1) An indorsement is restrictive which prohibits the 
further negotiation of the bill or which expresses that it is a mere 
authority to deal with the bill as thereby directed and not a transfer 
of the ownership thereof, as for example, if a bill be indorsed 
“ Pay D only.” or “ Pay D for the account of X ” or “ Pay D 
or order for collection.” 

(2) A restrictive indorsement gives the indorsee the right to 
receive payment of the bill and to sue any party thereto that his 
indorser could have sued, but gives him no power to transfer his 
rights as indorsee unless it expressly authorises him to do so. 
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(3) Whore a restrictive indorsciiiont authorises further transfer, 
all subsequent indorsees take the bill with tho same rights and 
Bubj( 3 cb to tho same liabilities as the first indorsee under the 
restrictive indorsement. 

36. — (1) Where a bill is iK'gotiable in its origin it continues to 
bo negotiable until it has been (a) restrictivoly indorsed or (6) 
discharged by payment or otherwise. 

(2) Whore an overdue bill is negotiated, it can only be negotiated 
subject to any defect of title affecting it at its matm’ity, and thence- 
forward no j)(‘.rson who takes it can acquire or give a better title 
than that which tho person from whom he took it had. 

(3) A bill payable on demand is doomed to be overdue within 

tlu^ meaning, and for the purposes, of this section, when it appears 
on the face of it to have in circulation for an unreasonable 

length of time. What is an iinroasonable length of time for this 
piir[)oso is a question of fact. 

(4) Except where an indorsement bears date after the maturity 
of the bill, every negotiation is prima facie deemed to have been 
effected before tho bill was overdue. 

(f)) Whore a bill which is not overdue has been dishonoured any 
person who takes it with notice of the dishonour takes it subject 
to any dt^fcct of title attaching thereto at the time of dishonour, 
but nothing in this sub-section shall affect the rights of a holder 
in duo course. 

37. Where a bill is negotiated back to the drawer, or to a prior 
iudorscr or to tho acceptor, such party may, subject to the provisions 
of this Act, ro-issue and further negotiate the bill, but ho is not 
entitled to enforce payment of tho bill against any intervening 
[)arty to whom he was provioirsl}^ liable. 

38. d’he rights and powers of tho holder of a bill are as follows : — 

(1) lie may sue on the bill in his own name: 

(2) Wdiore ho is a lioldor in duo course, he holds tho bill free 
from any defect of title of prior parties, as well as from mere 
peisonal defences available to prior parties among themselves, 
and may enforce payment against all parties liable on tho bill : 

(3) Whore his title is defective (a) if ho negotiates the bill to a 
hoKIer in duo course, that holder obtains a good and complete 
title to the bill, and (6) if he obtains payment of the bill the 
person who pays him in due course gets a valid discharge for 
the bill. 

General duties of the Holder, 

39. (1) Whore a bill is payable after sight, presentment for 
acc(‘ptance is necessary in order to fix tlie maturity of the instrument. 

(2) Whore a hill expressly stipulates that it shall be presented 
for acceptance, or where a bill is drawn payable elsewhere tlian 
at tlio resi(l(3nco or place of business of the drawee it must be 
presented for acceptance before it can be presented for payment. 
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(3) In no other case is presentment for acceptance necessary lo 
order to render liable any party to the bill. 

(4) Where the holder of a bill, drawn payable elsewhere than at 
the place of business or residence of the drawee, has not time, with 
the exercise of reasonable diligence, to present the bill for acceptance 
before presenting it for payment on the day that it falls due, the 
delay caused by presenting the bill for acceptance before presenting 
it for payment is excused, and does not discharge the drawer and 
indorsers. 

40. — (I) Subject to the provisions of this Act, when a bill payable 
after sight is negotiated, the holder must either present it for 
acceptance or negotiate it within a reasonable time. 

(2) If he do not do so, the drawer and all indorsers prior to that 
holder are discharged. 

(3) In determining what is a reasonable time within the meaning 
of this section, regard shall be had to the nature of the bill, the 
usage of trade with respect to similar bills, and the facts of the 
particular case. 

41. -(1) A bill is duly presented for acceptance which is 
presented in accordance with the following rules : — 

(a) The presentment must be made by or on behalf of tho holder 
to the drawee or to some person authorised to accept or 
refuse acceptance on his behalf at a reasonable hour on a 
business day and before tho bill is overdue : 

(b) Where a bill is addressed to two or more drawees, who are 
not partners, presentment must be made to thorn all, unless 
one has authority to accept for all, then presentment may bo 
made to him only : 

(c) Where the drawee is dead presentment may be made to his 
personal representative : 

(d) Where the drawee is bankrupt, presentment may be made 
to him or to his trustee : 

(e) Where authorised by agreement or usage, a presentment 
through the post office is suiricient. 

(2) Presentment in accordance with these rules is excused, and 
a bill may be treated as dishonoured by non-acceptance — 

(a) Where the drawee is dead or bankrupt, or is a fictitious 
person or a person not having capacity to contract by bill : 

(b) Where, after tho exercise of reasonable diligence, such 
presentment cannot be effected : 

(c) Where, although the presentment has been irregular, accept- 
ance has been refused on some other ground. 

(3) The fact that the holder has reason to believe that the bill, 
on presentment, will be dishonoured does not excuse presentment. 

42. — (1) When a bill is duly presented for acceptance and is not 
accepted within the customary time, the person presenting it must 
treat it as dislionoiired by non-acceptance. If he do not, the holder 
shall lose his right of recourse against the drawer and indorsers. 
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43 . -(l) A bill is dishonoured by non-ncceptanco— 

(а) when it is duly presented for acceptance, and such an 
acceptance as is prescribed by this Act is refused or cannot be 
obtained ; or 

(б) when presentment for acceptance is excused and the bill is 
not accepted. 

(2) Subject to the provisions of this Act when a bill is dis- 
honoured by non-acceptance, an immediate right of recourse against 
the drawer and indorsers accrues to the holder, and no presentment 
for payment is necessary. 

44. — (1) The holder of a bill may refuse to take a qualified 
acceptance, and if he does not obtain an unqualified acceptance 
may treat the bill as dishonoured by non-acceptance. 

(2) W’liero a qualified acceptance is taken, and tlie drawer or an 
indorsor has not expressly or impliedly authorised the holder to 
take a qualified acceptance, or does not subsequently assent 
thereto, such drawer or indorsor is discharged from his liability 
on the bill. 

The provisions of this sub-section do not apply to a partial 
acceptance, whereof duo notice has been given. Whore a foreign 
bill has boon accepted as to part, it must be protested as to the 
balance. 

(3) When the drawer or indorser of a bill receives notice of a 
qualified accoptaneo, and does not within a reasonable time express 
his dissent to the holder he shall bo deemed to have asscnt(}(l 
thereto. 

45. Subject to the provisions of this Act a bill must bo duly 
presented for jmymcnt. If it be not so presented the drawer a:: I 
indorsers shall bo discharged. 

A bill is duly presented for payment which is presented in 
accordance with the following rules : — 

(1) VMicro the bill is not payable on demand, presentment musi 
be made on the day it falls duo. 

(2) Where the bill is payable on demand, then, subject to the 
provisions of this Act, presentment must bo made within a 
reasonable time after its issue in order to render the drawer 
liable, and within a reasonable time after its indorsement, in 
order to render the indorsor liable. 

In determining what is a reasonable time, regard shall be had to 
the nature of the bill, the usage of trade with regard to similar 
bills, and liiw facts of the particular case. 

(3) Prt'sentiiKmt must bo made by the holder or by some person 
authorised to receive payment on his behalf at a reasonable 
hour on a business clay, at the proper place as heroin-after 
defined, either to the person designated by the bill as payer, 
or to some person authorised to pay or refuse payment on 
his behalf if with the exercise of reasonable diligence such 
person can there be found. 
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(4) A bill is presented at the proper place — 

(а) Where a place of payment is specified in the bih and 
the bill is there presented. 

(б) Where no place of payment is specified, but the address 
of the drawee or acceptor is given in the bill, and the bill 
is there presented. 

(c) Where no place of payment is specified and no address 
given, and the bill is presented at the drawee’s or acceptor’s 
place of business if known, and if not, at his ordinary 
residence if known. 

(cl) In any other case if presented to the drawee or acceptor 
wherever he can bo found, or if presented at his last known 
place of business or residence. 

(6) Where a bill is presented at the proper place, and after the 
exercise of reasonable diligence no person authorised to pay 
or refuse payment can be found there, no further presentment 
to the drawee or acceptor is required. 

(6) Where a bill is drawn upon, or accepted by two or more 
persons who are not partners, and no place of payment is 
specified, presentment must bo made to them all. 

(7) Where the drawee or acceptor of a bill is dead, and no place 
of payment is specified, presentment must be made to a 
personal representative, if such there be, and with the exercise 
of reasonable diligence he can be found. 

(8) Where authorised by agreement or usage a presentment 
through the post office is sufficient. 

46. — (1) Delay in making presentment for payment is excused 
when the delay is caused by circumstances beyond the control of 
the holder, and not imputable to his default, misconduct, or negli- 
gence. When the cause of delay ceases to operate presentment 
must be made with reasonable diligence, 

(2) Presentment for payment is dispensed with, — 

(a) Where, after the exercise of reasonable diligence, present- 
ment, as required by this Act, cannot be effected. 

The fact that the holder has reason to believe that the bill will, 
on presentment, be dishonoured, does not dispense with the 
necessity for presentment. 

(o) Where the drawee is a fictitious person. 

(c) As regards the drawer where the drawee or acceptor is not 
bound, as between himself and the drawer, to accept or pay 
the bill, and the drawer has no reason to believe that the bill 
would be paid if presented. 

(d) As regards an indorser, where the bill was accepted or made 
for the accommodation of that indorser and he has no reason 
to expect that the bill would be paid if presented. 

ic) By waiver of presentment, express or implied. 

47. — (1) A bill is dishonoured by non-payment (a) when it is 
duly presented for payment and payment is refused qr cannot 
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be obtained, or (6) when presentment is excused ana the bill is 
overdue and unpaid. 

(2) Subject to the provisions of this Act, when a bill is dis- 
honoured by non payment, an immediate right of recourse against 
the drawer and indorsers accrues to the holder. 

48, Subject to the provisions of this Act, when a bill has been 
iou. dishonoured by non-acceptance or by non-payment, notice of dis- 
honour must be given to the drawer and each indorser, and any 
drawer or indorsor to whom such notice is not given is discharged ; 
Provided that — 

(1) Wliero a bill is dishonoured by non-acceptance, and notice of 
dishonour is not given, the rights of a holder in due course subse- 
(pient to the omi.ssion, sliall not be prejudiced by the omission. 

(2) Where a bill is dishonoured by non-acceptance and due 
notice of dishonour is given, it sliall not be necessary to give notice 
of a subsoc[uerit dishonour by non-payment unless the bill shall in 
the meantime have been acce})ted. 

0 49. Notice of dishonour in order to be valid and effectual must 

be given in accordance with the following rules : — 

(1) The nntii^e must be given by or on behalf of the holder, or 
by or on behalf of an indorser who, at the time of giving 
it, i.s liiiiLsolf liable on the bill. 

(2) Notice of dishonour may be given by an agent either in his 
own name, or in the name of any party entitled to give notice 
wliether that party bo his principal or not. 

(3) Where the notice is given by or on behalf of the holder, it 
enures for the benelit of all subsequent holders and all prior 
indorsors who have a right of recoiu'so against the party to 
whom it is given. 

(4) Where notice is given by or on behalf of an indorser entitled 
to give notice a.s heroin -before provided, it enures for the 
benelit of the holder and all indorsors subsequent to the 
party to whom notice is given. 

(5) 'The notice may be given in writing or by personal commu- 
nication, and may bo given in any terms which sufficionMy 
identify the bill, and intimate that the bill has been dishonoured 
by non-acceptance or non-payment. 

(C) The return uf a dishonoured bill to the drawer or an indorser 
is, in point of form, deoiixod a sufficient notice of dishonour. 

( < ) A written notice need not be signed, and an insufficient 
written notice may be supplomonted and validated by verbal 
communication. A misdescription of the bill shall not vitiate 
the notice unions the party to whom the notice is given is in 
fact misled thereby. 

(8) Where notice of dishonour is required to be given to any 
person, it may bo given either to the party himself, or to liia 
agent in that behalf. 

( 9 ) Where the drawer or indorser is dead, and the party giving 
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notice knows it, the notice must be given to ft personal repre- 
sentative if such there bo, and with the exercise of reasonable 
diligence lie can be found. 

(10) Whore the drawer or indorsor is bankrupt, notice may be 
given either to the party himself or to the trustee. 

(11) Where there are two or more drawers or indorsers who aro 
not partners, notice must be given to each of them, unless one 
of them has authority to receive such notice for the others. 

(12) The notice may be given as soon as the bill is dishonoured 
and must be given within a reasonable time thereafter. 

In the absence of special circumstances notice is not detmiod 
to have been given within a reasonable time, unless — 

(а) where the person giving and the person to receive 
notice reside in the same place, the notice is given or 
sent off in time to reach the latter on the day after tlio 
dishonour of the bill 

(б) where the person giving and the person to receive 
notice reside in different places, the notice is sent off on 
the day after the dishonour of the bill, if there bo a post 
at a convenient hour on that day, and if there be no such 
post on that day then by the next post thereafter, 

(13) Where a bill when dishonoured is iu the hands of an agent, 
he may either himself give notice to the parties liable on the 
bill, or he may give notice to his principal. If he give notice 
to his principal, he must do so within the same time as if he 
were the holder, and the principal upon receipt of such notice 
has himself the same time for giving notice as if tho agent 
had been an independent holder. 

Ml) Where a party to a bill receives duo notice of dishonour, 
ho lias after tlie receipt of such notice the same period of 
time for giving notice to antecedent parties that the holder 
has after the dishonour, 

(15) Where a notice of dishonour is duly addressed and posted, 
tlie sender is deemed to have given duo notice of dishonour, 
notwithstanding any miscarriage by tho post ofTioe. 

50.“-(l) -Delay in giving notico of dishonour is excused where Kxrnses for 
tho delay is caused by circumstances beyond tho control of tho ^ 

party giving notice, and not imputable to his default, misconduct, 
or negligence. When the cause of delay ceases to operate the 
notice must be given with reasonable diligence. 

(2) Notice of dishonour is dispensed wdth — 

(а) When, after tho exercise of reasonable diligence, notice as 
required by this Act cannot be given to or does not roach 
tho drawer or indorser sought to be charged : 

(б) By waiver express or implied. Notice of dishonour may be 
waived before the time of giving notice has arrived, or after 
tho omission to give due notice : 

(c) As regards the drawer in the following cases, namely, (1) 
whore drawer and drawee are tho same person, (2) where 
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thd drawee is a fictitious person or a person not having 
capacity to contract, (3) where the drawer is the person 
to whom the bill is presented for payment, {iy where the 
drawee or acceptor is as between himself and the drawer 
under no obligation to accept or pay the bill, (5) where the 
drawer has countermanded payment : 

(d) As regards tlie indorser in the following cases, namely, (1) 
where the drawee is a fictitious person or a person not having 
capacity to contract and the indorser was aware of the fact at 
the time ho indorsed the bill, (2) where the indorser is the 
person to whom the bill is presented for payment, (3) where 
the bill was accepted or made for his accommodation. 

Notinj? or 51 ( 1 ) Where an inland bill has been dishonoured it may, if 

the holder think fit, be noted for non-acceptance or non-payment, 
as the case may be ; but it shall not be necessary to note or protest 
any such bill in order to preserve the recourse against the drawer 
or indorser. 

(2) Whore a foreign bill, appearing on the face of it to bo such, 
has been dishonoured by non-acceptance it must bo duly protested 
for non-acc(^[)tance, and whore such a bill, which has not boon 
previously dishonoured by non-acceptance, is dishonoured by non- 
payment it must be duly protested for non-pa 3 nnent. If it be not 
so protested the drawer and indorsers are discharged. Where a bill 
dof^s not appear on the face of it to be a foreign bill, protest thereof 
in case of dishonour is unnecessary. 

(3) A bill which has been protested for non-acceptance may be 
subsequently protested for non-payment. 

(4) Subject to the provisions of this Act, when a bill is noted or 
protested, it must be noted on the day of its dishonour. When 
a bill has been duly noted, the protest may be subsequently extended 
as of the date of the noting, 

(o) Where the acceptor of a hill becomes bankrupt or insolvent 
or sus[)ends pa^nnent before it matures, the holder may cause the 
hill to bo protested for bettor security against the drawer and 
iiidorsi'rs. 

(0) A bill must bo protested at the place whore it is dislionoured : 
IVovided that — 

(a) W hen a bill is presented through the post office, and returned 
by post dishonoured, it may bo protested at the place to which 
it is returned and on the day of its return if received during 
business hours, and if not received during business hours, 
then not later than the next business day: 

(b) When a bill drawn payable at the place of business or 
rosidiMice of some person other than the drawee, has been 
tlishonourcd by non-acceptance, it must be protested for non- 
payment at the place where it is expressed to bo payable, 
and 110 further presentment for payment to, or demand on, 
the drawee is necessary. 
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(7) A protest must contain a copy of tho bill, and must be signed 
by the notary making it, and must specify — 

(а) The person at whose request the bill is protested : 

(б) Tho place and date of protest, the cause or reason for pro- 
testing the bill, tho demand made, and the answer given, if 
any, or the fact that the drawee or acceptor could not 
be found. 

(8) Whore a bill is lost or dostroyod, or is wrongly detained from 
the person entitled to hold it, protest may be made on a copy or 
written particulars thereof. 

(9) Protest is dispensed with by any circumstance which would 
dispense with notice of dishonour. Delay in noting or protesting is 
excused when tho delay is caused by circumstances beyond the 
control of tho holder, and not imputablo to his default, misconduct, 
or negligence. Whon the cause of delay ceases to operate the bill 
must be noted or protested with reasonable diligence. 

52. — (1) When a bill is accepted generally presentment for Duties of 
payment is not necessary in order to render the acceptor liable. ?eg*ard 3 *drawe< 

(2) When by the terms of a qualified acceptance presentment acceptor, 
for payment is required, the acceptor, in the absence of an express 
stipulation to that effect, is not discharged by tho omission to 

present the bill for payment on the day that it matures. 

(3) In order to render tho acceptor of a bill liable it is not 
necessary to protest it, or the notice of dishonour should be given 
to him. 

(4) Whore tho holder of a bill presents it for payment, he shall 
exhibit the bill to the person from whom he demands payment, 
and when a bill is paid the holder shall forthwith deliver it up to 
the party paying it. 

Liabilities rf Parties, 

53. — (1) A bill, of itself, does not operate as an assignment of Funds In hand 
funds in the hands of tho drawee available for the payment thereof, 

and the drawee of a bill who does not accept as required by this 
Act is not liable on the instrument. This sub -section shall not 
extend to Scotland. 

(2) In Scotland, whore the drawee of a bill has in his hands 
funds available for the payment thereof, the bill operates as an 
assignment of tho sum for wliich it is drawn in favour of the holder, 
from the time when tho bill is presented to tho drawee. 

54. The acceptor of a bill, by accepting it — Liability c*f 

(1) Engages that ho will pay it according to the tenor of his 
acceptance : 

(2) Is precluded from denying to a holder in due course — 

(а) The existence of tho drawer, the genuineness of his 
signature, and his capacity and authority to draw the bill f 

(б) In tho case of a bill payable to drawer’s order, the then 
capacity of the drawer to indorse, but not the genuineness 
or validity of his indorsement ; 

10 



Liability o( 
drawer or 
Indorser. 


Strari/^er slf.'n- 
iiiK bill lialtle 
asi indorser. 


Slensiire of 
(laiiiioies 

a*{.'vinst I'urlie-i 
to (lisliouoiu'i'd 
bill. 


274 ELljlMENTARY BANKING 

(c) fn tho case of a bill payable to tho order of a thiid 
person, tho oxistence of the payee and his then capacity 
to indorse, but not tho genuineness or validity of his 
indorsement. 

55.-- (1) The drawer of a bill by drawing it — 

(a) Engages that on duo presentment it shall be accepted and 
paid accortling to its tenor, and that if it bo dishonoured lie 
will compensate the holdc'r or any indorsor who is compelled 
to pay it,* provided that tho requisite proceedings on dishonour 
bo duly taken ; 

(h) Is pr< eluded from demying to a holder in due course the 
exist once of the payee and his then capacity to indorso. 

(2) The indorser of a bill by indorsing it — 

(а) hhigages that on duo prosentmont it shall bo accepted and 
paid according to its tenor, and that if it be dislmnourod ho 
will compensate the holder or a subsequent indorser who is 
compelled to pay it, [iroviiled that tho requisite proceedings 
on dishonour bo duly taken ; 

(б) Is precluded from denying to a bolder in duo course tho 
g(uiuineness and regularity in all respects of the drawer’s 
signature and all previous indors(Mnonts ; 

(0) Is precluded from denying to his immediate or a subsequent 
indorsf^e tliat tho bill ^Yas at tho time of liis indorsement a 
valid and subsisting bill, and that he had then a good title 
thert'to. 

50. hero a [lorsori signs a bill otherwise than as drawer or 
a(‘i‘(q)tor, ho thorohy iiiLMirs tho liabilities of an indorser to a holder 
in duo course. 

57. Where a bill is dishonoured, tho inoasuro of damages, which 
<\u\\\ ho doomed to he liquidated damages, shall bo as follows : — 

(1) The liolder may recover from any party liable on the bill, 
and tho diawer wlni has been ouriqMdlcd to [)ay the bill may 
rc'oovor from tho acceptor, and an indorsor who has been 
c<)mi)olled to pay tlu' hill may recover from the acceptor or 
from tho drawer, or from a prior indorsor- -- 

(a) Tho amount oi the bill : 

{b) Interest theioon from tho time of presentment for pay- 
ment if the hill is payable on demand and from tho 
miituiity of the bill in any i)thor case: 

(c) 'I'ho ex})en.sos of noting, or, when protest is necessary, 
and tho pndest has been extended, ihe expense^ of 
protest. 

(2) In th(’ case of a. bill which has ])een dish.onoured abroad, 
in lieu of the ;d)ove dam.igcs, the holder may iox‘o\xn‘ from 
the drawer or aii iudorscu', and tiu' drawer or an indors(T 
who lias lu'CMi compc'llcd to pay the hill may recover from 
any party liable to liim, tlu' amount of the re-exchango with 
int(T<'st thereon uniil tlic time of payment. 



275 


BILLS OF EXCHANGE ACT, 1882 

(3) Where by this Act interest may be recovered as damages, 
such interest may, if justice require it, be withheld wholly 
or in part, and where a bill is expressed to bo payable with 
interest at a given rate, interest as damages may or may not 
be given at the same rate as interest proper. 

58* — (1) Whore the holder of a bill payable to bearer negotiates 
it by delivery without indorsing it, he is called a “ transferor by 
delivery.** 

(2) A transferor by delivery is not liable on the instrument. 

(3) A transferor by delivery who negotiates a bill thereby 
warrants to his immediate transferee being a holder for value that 
the bill is what it purports to bo, that he has a right to transfer 
it, and that at tlie time of transfer he is not aware of any fact 
which rondora it valueless. 

Discharge of Bill. 

69. — (1) A bill is discharged by payment in due course by or 
on behalf of the drawee or acceptor. 

“ Pa 3 nnont in due course ** means payment made at or after the 
maturity of the bill to the holder thereof in good faith and without 
notice that his title to the bill is defective. 

(2) Subject to the provisions heroin-after contained, when a 
bill is paid by the drawer or an indorser it is not discharged ; but 

(а) Where a bill payable to, or to the order of, a third party is 
paid by the drawer, the drawer may enforce payment thereof 
against the acceptor, but may not ro-issuo the bill. 

(б) Whore a bill is paid by an indorsor, or where a bill payable 
to drawer’s order is paid by the drawer, the party paying it is 
remitted to his former rights as regards the acceptor or ante- 
cedent parties, and he may, if ho thinks fit, strike out his own 
and subsequent indorsements, and again negotiate the bill. 

(3) Whore an accommodation bill is paid in due course by the 
party accommodated the bill is discharged. 

60. When a bill payable to order on demand is drawn on a 
baukor, and the banker on whom it is drawn pays the bill in good 
faith and in tho ordinary course of business, it is not incumbent on 
the banker to show that the indorsement of the payee or any 
subsequent indorsement was made by or under the authority of 
the person whose indorsement it purports to be, and the banker 
is deemed to have paid the bill in due course, although such indorse- 
ment has been forged or made without autliority. 

61. When the acceptor of a bill is or becomes the holder of it 
at or after its maturity, in his own right, the bill is discharged. 

62. — (1) When the holder of a bill at or after its maturity 
absolutely and imconditionally ronounces his rights against tho 
acceptor the bill is discharged. 

The renunciation must be in writing, unless the bill is delivered 
up to the acceptor. 
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(2) Tho liabilities of any party to a bill may in like manner be 
renounced by the holder before, at, or after its maturity ; but 
nothing in this section shall affect the rights of a holder in due 
course without notice of tho renunciation. 

Cancellation. 63. — (1) Where a bill is intentionally cancelled by the holder or his 

agent, and the cancellation is apparent thoroon, the bill is discharged. 

(2) In like manner any party liable on a bill may be discharged 
by the intentional cancellation of his signature by the holder or 
his agent. In such case any indorser who would have had a right 
of recourse against tho party whose signature is cancelled, is also 
discharged. 

(3) A cancellation made unintentionally, or under a mistake, or 
without tho authority of the holder is inoperative ; but where a bill 
or any signature thereon appears to have been cancelled the burden 
of proof lies on tho party who alleges that the cancellation was 
made unintentionally, or under a mistake, or without authority 

Alteration of 64. — (1) Where a bill or acceptance is materially altered without 

‘ * the assent of all parties liable on the bill, tho bill is avoided except 

as against a party who has himself made, authorised, or assented 
to tho alteration, and subsequent indorsers. 

Provided that. 

Whore a bill has been materially altered, but the alteration 
is not apparent, and the bill is in the hands of a holder in due 
course, such holder may avail himself of tho bill as if it had 
not been altered, and may enforce payment of it according 
to its original tenor. 

(2) In particular tho following alterations are material, namely, 
any alteration of tho date, the sum payable, tho time of payment, 
the place of payment, and, where a bill has been accepted generally, 
the addition of a place of payment without tho acceptor’s assent. 

Acceptance and Payment for Honour, 

Acceptance for 65. — (1) Where a bill of exchange has boon protested for dis- 

protest. honour by non-acceptance, or protested for better security, and is 

not overdue, any person, not being a party already liable thoroon, 
may, with the consent of tho lioldor, intervene and accept tho bill 
supra protest, for the honour of any party liable thereon, or for 
the honour of the person for whose account the bill is drawn. 

(2) A bill may bo accepted for honour for part only of tho sum 
for which it is drawn. 

(3) An acceptance for honoiu’ supr^l protest in order to be valid 
must — 

(n) bo written on the bill, and indicate that it is an acceptance 
for honour : 

{h) bo signed by the acceptor for honour. 

(4) Whore an acceptance for honour does not expressly state 
for whose honour it is made, it is deemed to be an acceptance for 
tile honour of the drawer. 
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( 5 ) Whore a bill payable after sight is accepted for honour, 
its maturity is calculated from the date of the noting for non- 
acceptance, and not from the date of the acceptance for honour. 

66. — (1) The acceptor for honour of a bill by accepting it engages Liability of 
that he will, on due presentment, pay the bill according to the hono*J^/ 
tenor of his acceptance, if it is not paid by the drawee, provided 

it has been duly presented for payment, and protested for non- 
payment, and that he receives notice of these facts. 

(2) The acceptor for honour is liable to the holder and to all 
parties to the bill subsequent to the party for whose honour he has 
accepted. 

67. — (1) Whore a dishonoured bill has boon accepted for honour presentment 
supra protest, or contains a reference in case of need, it must be 
protested for non-payment before it is presented for payment to 

the acceptor for honour, or referee in case of need. 

(2) Where the address of the acceptor for honour is in the same 
place where the bill is protested for non-payment, the bill must 
be presented to him not later tlian the day following its maturity ; 
and where the address of the acceptor for honour is in some place 
other than the place where it was protested for non-payment, the 
bill must be forwarded not later than the day following its maturity 
for presentment to him. 

(3) Delay in presentment or non -presentment is excused by 
any circumstance which w'ould excuse delay in presentment for 
payment or non-presentment for payment. 

(4) When a bill of exchange is dishonoured by the acceptor 
for honour it must bo protested for non-payment by him. 

68. — (1) Where a bill has been protested for non-payment, any Payment for 
person may intervene and pay it supra protest for the honour of protest. 
any party liable thereon, or for the honour of the person for whose 
account the bill is drawn. 

(2) Where two or more persons offer to pay a bill for the honour 
of different parties, the person whose payment will discharge most 
parties to the bill shall have the preference. 

(3) Payment for honour supr^i protest, in order to operate as 
such and not as a mere voluntary payment, must be attested by a 
notarial act of honour which may be appended to the protest or 
form an extension of it. 

(4) The notarial act of honour must be founded on a declaration 
made by the payer for honour, or his agent in that behalf, declaring 
his intention to pay the bill for honour, and for whose honour he pays. 

(6) Where a bill has been paid for honour, all parties subsequent 
to the party for whose honour it is paid are discharged, but the 
payer for honour is subrogated for, and succeeds to both the rights 
and duties of, the holder as regards the party for whose honour he 
pays, and all parties liable to that part3^ 

(6) The payer for honour on paying to the holder the amount 
of the bill and the notarial expenses incidental to its dishonour is 
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entitled to roooivo both the bill itself and the protest. If the holder 
do not on demand deliver them up he shall be liable to the payer 
for honour in damages. 

(7) \\’hor 0 the holder of a bill refuses to receive payment sup^^i 
protest ho shall lose his right of recourse against any party who 
would have been discharged by such payment. 

Lost Instruments, 

C9. Where a bill has been lost before it is overdue, tlie person 
who was the holder of it may apply to the drawer to give liini 
anothfT bill of the same tenor, giving security to the drawer if 
r(‘(|i]irofl to indemnify him against all persons whatever in case the 
bill alleged to have boon lost shall bo found again. 

If the drawer on nnpiest as aforesaid refuses to give such duplicate 
bill, ho may be compelled to do so. 

70. Tn any action or proceeding upon a bill, the court ora judge 
may order that tho loss of the instrument shall not be set up, 
})rovidod an indemnity bo given to the satisfaction of tlie court or 
judge agaifist tho claims of any other person upon the instrument 
in question. 

Dill in a Set, 

71 .— (1) Whore a bill is drawn in a sot, each part of the sot 
being numbertMl, and containing a reforonco to the other parts, the 
whole of the parts constitute one bill. 

(2) Whore the holder of a sot indorses two or more parts to 
dirf(‘i’('nt persons, ho is liable on every such part, and every indorsor 
subsequent to him is liable on tho part ho has himself indorsed as 
if the said parts were separate bills. 

(3) Where two or more parts of a .sot are negotiated to different 
holders in due course, tho holder whose title first accrues is as 
bctwT.en such holders deemed the true owner of tho bill ; but 
nothing in this sub-section shall affect tho rights of a person 
who in duo course accepts or pays the part first presented 
to him. 

(4) "rhe acceptance may be written on any part, and it must bo 
written on one part only. 

If the drawee accepts more than one part, and such accepted 
parts get into the hands of different holders in duo course, he is 
liable on every such part ns if it were a separate bill. 

(5) When the a<x"oi)tor of a bill drawn in a sot pays it without 
n'(|uiring tho part bearing his acceptance to bo delivered up to him, 
and that part at maturity is outstanding in the hands of a holder 
in due course, he is liable to tho holder thereof. 

((1) Subje(‘t to the preceding rules, where any one part of a bill 
drawn in a set is discharged by payment or otherwise, the whole 
bill is discharged. 
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Conflict of Law8» 

72. Where a bill drawn in one country is negotiated, accepted, wh®r« 

or payable in another, tlie rights, duties, and liabilities of the parties conflict, 

thereto are dotormined as follows ; — 

(1) I’he validity of a bill as regards requisites in form is deter- 
mined by the law of the place of issue, and the validity as 
regards requisites in form of the supervening contracts, such 
as acceptance, or indorsement, or acceptance supra protest, 
is determined by the law of the place whore such contract 
was made. 

Provided that — 

(а) WJiore a bill is issued out of the United Kingdom it is 
not invalid by reason only that it is not stamped in 
accordance with the law of the place of issue : 

(б) Where a bill, issued out of the United Kingdom, con- 
forms, as regards requisites in form, to the law of the 
United Kingdom, it may, for the purpose of enforcing 
payment thereof, be treated as valid as between all persons 
who negotiate, hold, or become parties to it in the United 
Kingdom. 

(2) Subject to the provisions of this Act, the interpretation of 
the drawing, indorsement, acceptance, or acceptance supra 
protest of a bill, is determined by the law of the place where 
such contract is made. 

Provided that where an inland bill is indorsed in a foreign 
country the indorsement shall as regards the payer be inter- 
jireted according to the law of the United Kingdom. 

(3) Tlie duties of the holder with respect to presentment for 
acceptance or payment and the necessity for or suITicioncy of 
a f)rotest or notice of dishonour, or otherwise, are determined 
by the law of the place whore the act is done or the bill is 
dishonoured. 

(4) Where a bill is drawn out of but payable in the United 
Kingdom and the sum payable is not expressed in the currency 
of the United Kingdom, the amount shall, in the absence of 
some express stipulation, be calculated according to the rale 
of exchange for sight drafts at the place of payment on the 
day the bill is payable. 

(5) Where a bill is drawn in one country and is payable in 
another, the due date thereof is determined according to the 
law of the place where it is payable. 

'' Patit III.— Cheques on a Banker, 

73. A cheque is a bill of exchange drawn on a banker payable Cheque defined, 
on demand. 

Except as otherwise provided in this Part, the provisions of this 
Act applicable to a bill of exchange payable on demand apply 
to a clieque 
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74. Subject to the provisions of this Act — 

(1) Where a cheque is not presented for payment within a 
reasonable time of its issue, and the drawer or the person on 
whoso account it is drawn had the right at the time of such 
presentment as botwoon him and the banker to have the 
cheque paid and suftors actual damage through the delay, he 
is discharged to the extent of such damage, that is to say, 
to the extent to which such drawer or person is a creditor 
of such banker to a larger amount than he would have been 
had such cheque been paid. 

(2) In determining what is a reasonable time regard shall bo 
had to the nature of the instrument, the usage of trade and 
of bankers, and the facts of the particular case. 

(2) 'J'he holder of siudi cheque as to which such drawer or person 
is discharged shall be a creditor, in lieu of such drawer or 
person, of such banker to the extent of such discharge, and 
('n titled to recover the amount from him. 

75. The duty and authority of a banker to pay a cheque drawm 
on him by his customer are determined by — 

( 1 ) Countermand of payment : 

(2) Notice of the customer’s death. 

Crossed Cheques, 

76. — (1) Wliere a cheque boars across its face an addition of— 

(a) The words “ and company ” or any abbreviation thereof 

between two parallel transverse lines, either with or without 
the words “ not negotiable ” ; or 

(h) Two parallel transverse lines simply, either with or without 
the words “ not negotiable ” ; 

that addition constitutes a crossing, and the cheque is crossed 
generally. 

(2) Where a clieque bears across its face an addition of the name 
of a banker, either with or without the words “ not negotiable,” 
that addition constitutes a crossing, and the cheque is crossed 
specially and to that banker. 

77. — (1) A cheque may be crossed generally or specially by the 
drawer. 

(2) Where a cheque is uncrossed, the holder may cross it 
generally or specially. 

(3) Whore a cheque is crossed generally the holder may cross 
it specially. 

(4) Where a cheque is crossed generally or specially, the holder 
may add the words “ not negotiable.” 

(5) Where a cheque is crossed specially, the banker to whom it is 
crossed may again cross it specially to another banker for collection. 

(0) Where an uncrossed cheque, or a cheque crossed generally, 
is sent to a banker for collection, he may cross it specially to 
himself 
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78. A crossing authorised by this Act is a material part oi ilie 
cheque ; it shall not be lawful for any person to obliterate or, 
except as authorised by this Act, to add to or alter the crossing. 

79. — (1) Where a cheque is crossed specially to more than one 
banker except when crossed to an agent for collection being a banker, 
the banker on whom it is drawn shall refuse payment thereof. 

(2) Where the banker on whom a cheque is drawn which is so 
crossed nevertheless pays the same, or pays a cheque crossed gener- 
ally otherwise than to a banker, or if crossed specially otherwise 
than to the banker to whom it is crossed, or his agent for collection 
being a banker, he is liable to the true owner of the cheque for any 
loss he may sustain owing to the cheque having boon so paid. 

Provided that where a cheque is presented for payment wdiich 
does not at the time of presentment appear to be crossed, or to have 
had a crossing which has been obliterated, or to have boon added 
to or altered otherwise than as authorised by this Act, the banker 
paying the cheque in good faith and without negligence shall not 
be responsible or incur any liability, nor shall the payment bo 
questioned by reason of the cheque having been crossed, or of the 
crossing having been obliterated or having been added to or altered 
otherwise than as authorised by this Act, and of payment having 
been made otherwise than to a banker or to the banker to whom 
the cheque is or was crossed, or to his agent for collection being 
a banker, as the case may be. 

80. Where the banker, on whom a crossed cheque is drawn, in 
good faith and without negligence pays it, if crossed generally, 
to a banker, and if crossed specially, to the banker to whom it is 
crossed, or his agent for collection being a banker, the banker 
paying the cheque, and, if the cheque has come into the hands of 
the payee, the drawer, shall respectively be entitled to the same 
rights and be placed in the same position as if payment of the 
cheque had been made to the true owner thereof. 

81. Where a person takes a crossed cheque which bears on it 
the words “ not negotiable,” he shall not have and shall not bo 
capable of giving a better title to the cheque than that which 
the person from whom he took it had. 

82. Where a banker in good faith and without negligence receives 
payment for a customer of a cheque crossed generally or specially 
to himself, and the customer has no title or a defective title thereto, 
the banker shall not incur any liability to the true owner of the 
cheque by reason only of having received such payment. 

Part IV. — Promissory Notes. 

83. — (1) A promissory note is an unconditional promise in 
writing made by one person to another, signed by the maker, 
engaging to pay, on demand or at a fixed or determinable future 
time, a sum certain in money to, or to the ord* of, a speoified 
person or to bearer. 
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(2) An instrument in the form of a note payable to maker’s 
order is not a note within the meaning of this section unless and 
until it is indorsed by the maker. 

(3) A note is not invalid by reason only that it contains also a 
j)leilgo of collateral security with authority to sell or dispose thereof. 

(4) A note which is, or on the face of it purports to be, both 

made and payable within the British Islands is an inland note. 
Any other note is a foreign note. < 

84. A promissory note is inchoate and incomplete until delivery 
thereof to the payee or bearer. 

85. -(1) A promissory note may bo made by two or more 
makers, and they may be liable thereon jointly, or jointly and 
severally according to its tenor. 

(2) Whero a note runs “ I promise to pay ” and is signed by 
two or more persons it is doomed to be their joint and several no to. 

86. — (1) Wliore a note payable on demand has been indorsed, it 
must bo pros(3iitod for payment within a reasonable time of the 
indorsement. If it be not so presented the indorser is discharged. 

(2) In determining what is a reasonable time, regard shall be 
had to tlio nature of the instrument, the usage of trade, and the 
facts of the particular case. 

(3) Where a note payable on demand is negotiated, it is not 
deemed to bo overdue, for tho purpose of affecting the holder with 
defects of title of which ho had no notice, by reason that it op[)ears 
that a reasonal)lo time for presenting it for payment has elapsed 
since its issue. 

87. — (1) Where a promissory note is in the body of it made 
payable at a particular place, it must be presented for payment 
at that place in order to render the maker liable. In any other 
case, presoiitmoiit for payment is nut necessary in order to render 
tho maker liable. 

(2) PreaentnK'iit for payment is necessary in order to render the 
indorser of a note liable. 

(3) Whore a note is in the body of it made payable at a particular 
plat^o, proseutmoiit at tlmt place is necessary in order to render an 
iiulorsor liable ; but when a place of payment is indicated by way 
of momorandum only, prosontmont at that place is sutTiciont to 
render the indorser liable, but a present merit to tho maker else- 
where, if sufficient in other respects, shall also suffice. 

88. 'riie maker of a promissory note by making it — 

(1) Engages that ho will pay it according to its tenor; 

(2) Is precluded from denying to a holder in due course the 
existence of the payee and his then capacity to indorse. 

89. — (1) Subject to tho provisions in this Part and, except as 
by this section provided, the provisions of this Act relating to bills 
of exchange apply, with (lie necessary modifications, to promissory 
notes. 
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(2) In applying those provisions the maker of a note shall be 
deemed to correspond with the acceptor of a bill, and the first 
indorsor of a note shall be deemed to correspond with the drawer 
of an accepted bill payable to drawer’s order. 

(3) The following provisions as to bills do not apply to notes ; 
namely, provisions relating to — 

(a) Presentment for acceptance ; 

{b) Acceptance ; 

(c) Acceptance siipr^i protest ; 

(d) Bills in a set. 

(4) Where a foreign note is dishonoured, protest thereof is 
unnecessary. 

Part V. — Supplementary. 

90. A thing is deemed to be done in good faith, within the 
meaning of this Act, where it is in fact done honestly, whether it 
is done negligently or not. 

91. — (1) Where, by this Act, any instrument or writing is 
required to be signed by any person, it is not necessary that ho 
should sign it with his own hand, but it is sufficient if his signature 
is written thereon bj some other person by or under his authority. 

(2) In the case of a corporation where by this Act any instru- 
ment or writing is required to be signed it is sufficient if the 
instrument or writing be sealed with the corporate seal. 

But nothing in this section shall be construed as requiring the 
bill or note of a corporation to be under seal. 

92. Where, by this Act, the time limited for doing any act or 
thing is less than three days, in reckoning time, non-business days 
are excluded. 

“ Non -business days ” for the purpose of this Act moan — 

(а) Sunday, Good Friday, Christmas Day : 

(б) A bank holiday under the Bank Holidays Act, 1871, or Acts 
amending it : 

(c) A day appointed by Royal proclamation as a public fast 
or thanksgiving day. 

Any other day is a business day. 

93. For the purposes of this Act, where a bill or note is required 
to be protested within a specified time or before some- further 
proceeding is taken, it is sufficient that the bill has boon noted 
for protest before the expiration of the specified time or the taking 
of the proceeding ; and the formal protest may be extended at 
any time thereafter as of the date of the noting. 

94. Whore a dishonoured bill or note is authorised or required 
to be protested, and the services of a notary cannot be obtained at 
the place where the bill is dishonoured, any householder or sub- 
stantial resident of the place may, in the presence of two witnesses, 
give a certificate, signed by them, attesting the dishonour of the 
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bill, and the certificate shall in all respects operate as il it wore a 
formal protest of the bill. 

The form given in Schedule 1 to this Act may be used with 
necessary modifications, and if used shall be sufficient. 

95. The provisions of this Act as to crossed cheques shall apply 
to a warrant for payment of dividend. 

[96. The enactments mentioned in the Second Schedule to this 
Act are hereby repealed as from the commencement of this Act to 
the extent in that schedule mentioned. 

Provided that such repeal shall not affect anything done or 
suffered, or any right, title, or interest acquired or accrued before 
the commencement of this Act, or any legal proceeding or remedy 
in respect of any such thing, right, title, or interest.] 

97. — (1) The rules in bankruptcy relating to bills of exchange, 
promissory notes, and cheques, shall continue to apply thereto 
notwithstanding anything in this Act contained. 

(2) The rules of common law including the law merchant, save 
in so far as they are inconsi.stent with the express provisions of this 
Act, shall continue to apply to bills of exchange, promissory notes, 
and cheques. 

(3) Nothing in this Act or in any repeal effected thereby shall 
affect — 

(o) The provisions of the Stamp Act, 1870, or Acts amending it, 
or any law or enactment for the time being in force relating 
to the revenue : 

(h) The provisions of the Companies Act, 1862, or Acts amending 
it, or any Act relating to joint stock banks or companies : 

(c) The provisions of any Act relating to or confirming the 
privileges of the Bank of England or the Bank of Ireland 
respectively : 

(d) The validity of any usage relating to dividend warrants, or 
the indorsements thereof. 

98. Nothing in this Act or in any repeal effected thereby shall 
extend or restrict, or in any way alter or affect the law and practice 
in Scotland in regard to summary diligence. 

99. Where any Act or document refers to any enactment repealed 
by this Act, the Act or document shall be construed, and shall 
operate, as if it referred to the corresponding provisions of tliis Act. 

100. In any judicial proceeding in Scotland, any fact relating 
to a bill of exchange, bank cheque, or promissory note, which is 
relevant to any question of liability thereon, may be proved by 
parole evidence : Provided that this enactment shall not in any 
way affect the existing law and practice whereby the party who is, 
according to the tenor of any bill of exchange, bank cheque, or 
promissory note, debtor to the holder in the amount thereof, may 
be required, as a condition of obtaining a sist of diligence, or suspen- 
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eion of a charge, or threatened charge, to make such consignation, 
or to find such caution as the court or judge before whom the cause 
is depending may require. 

This section shall not apply to any case where the bill of exchange, 
bank cheque, or promissory note has undergone the sesennial 
orescription. 


SCHEDULE I. 

Form of protest which may be used when the services of a 
notary cannot bo obtained 

Know all men that I, A.B. [householder], of in the 

county of , in the United Kingdom, at the request of 

C.D,, there being no notary public available, did on the 
day of 188 at demand payment [or 

acceptance] of the bill of exchange hereunder written, from JS7.F., 
to which demand he made answer [state answer, if any] wherefore 
I now, in the presence of Q.H, and J.K., do protest the said bill 
of exchange, 

(Signed) A.B. 

J.K :} Witnesses, 

N.B. — The bill itself should be annexed, or a copy of the bill 
and all that is written thereon should be underwritten 


BILLS OF EXCHANGE (CROSSED CHEQUES) ACT, 1900. 

An Act to amend section eighty -two oj the Bills of Exchange Act, 
1882. [4th August, 1906.] 

BE it enacted, etc. 

1. A banker receives payment of a crossed cheque for a customer 
within the meaning of section eighty-two of the Bills of Exchange 
Act, 1882, notwithstanding that he credits hie customer’s account 
with the amount of the cheque before receiving payment thereof. 

2. This Act may be cited as the Bills of Exchange (Crossed 
Cheques) Act, 1906, and this Act and the Bills of Exchange Act, 
1882, may be cited together as the Bills of Exchange Acts, 1882 
and 1906. 


BILLS OF EXCHANGE (TIME OF NOTING) ACT, 1917. 

(7 & 8 Geo. 6, c. 48). 

An Act to amend the Bills of Exchange Act, 1882, with respect to the 
time for noting Bills. [8th November, 1917.] 

BE it enacted, etc. 

1. In sub-section (4) of s. 51 of the Bills of Exchange Act, 1882 
f which relates to the time of noting a dishonoured bill), the words 


Section 04 
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** it must be noted on the day of its dishonour ” shall be repealed, 
and the following words shall be substituted therefor, namely, ** it 
may be noted on the day of its dishonour and must be noted not 
later than the next succeeding business day.“ 

2. This Act may be cited as the Bills of Exchange (Time of 
Noting) Act, 1917, and shall bo construed as one with the Bills 
of Exchange Act, 1882, and the Bills of Exchange Acts, 1882 and 
1906, and this Act may be cited together as the Bills of Exchange 
Acts. 1882 to 1917. 

Bills of ExcuanoeJAct (1882) Amendment Act, 1932. 

1. Sections 76 to 82 of the Bills of Exchange Act, 1882 (which 
relate to crossed cheques), os amended by the Bills of Exchange 
(Crossed Cheques) Act, 1906, shall apply to a banker’s draft as if 
the draft were a cheque. 

For the purposes of this section, the expression “ Banker’s draft ” 
means a draft payable on demand drawn by or on behalf of a Bank 
upon itself, whether payable at the Head Office or some other Office 
of the Bank. 

Regulations kelating to Bank of England Notes of £5 and 
Upwards, Etc., alleged to have been Lost, JMislaid, or Stolen, 

1. Any Person desirous of tracing Bank Notes, Post Bills, etc., 
lost, mislaid, or stolon, with a view, if possible, of recovering the 
property, may, upon payment of a registration fee of 2^. 6(i., cause 
the Numbers, Dates and other Particulars of such Notes, etc,, to 
be entered, together with the Name and Address of the Applicant, 
in a Book kept in the Secretary’s Office at the Bank of England 
for that purpose : — Bank Notes, however, being payable to bearer 
on demand, the Bank cannot hold themselves under any responsi- 
bility should Notes so entered bo paid on presentation, whether 
from inadvertence of the Clorlis of the Establishment, under an 
order from the Governors, or from any cause whatever. 

2. The proper Officers of the Bank will endeavour, if the cir- 
cumstances of the case permit, to delay payment of the Notes, etc., 
and to give information of their presentation to the Person who 
has given notice, and paid the registration fee ; but such Notice 
sliall not bo in force for more than twelve months from its date. 

3. Many Bank Notes, etc., the subject of notice, are presented 
at the Bank by Bankers and other undoubted holders for value, 
and m xbr be paid on presentation ; in these cases the Bank cannot 
do more tliiui endeavour to give the earliest information to the 
giver oi the Notice# 
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Appendix IL 

MANDATE OR AUTHORITY FOR SOCIETY, OR CLUB. 

To the Bank, Limited. 

Copy of Rosoliitiona passod by tho ^ of tlio ^ at 

their mooting hold on the day of 19... 

(1) “That the Bank, ].!mitod, be and are horoby 

appointed Bankers to the ^ 

(2) “ That all cheques on the banking account be signed and 

all bills, notes, and other negotiable instruments be drawn, 
accepted, and made on behalf of the * by or 


any ^ or more of them. 

(3) “ That cheques, bills, notes, and other negotiable instrurnenis 
payable to the® may be endorsed for the® 


by any one or more of the persons mentioned 

in the Resolution No. 2 or by the Secretary of the ® 

for the time being. 

(4) “ That a copy of these Resolutions, under the Common Seal 
and signed by the Chairman, be handed to the Bank, 
together with specimens of the necessary signatures.’* 

I certify that the Resolutions, of which the above are copi('S, 

wore duly passed at a meeting of the * held on the 

.... day of 19. .. 

As Witness ® (the Common Seal of the and) the signa- 
ture of myself as Chairman of the said mooting, this day 

of 19... 


Countersigned. 


Chaii’man 



Secretary. y 

The following are the signatures of the persons mentioned in 
the above Resolutions — 


* Commit tne, 
or other (lov- 
erning Body. 

• Full name 
of the Club or 
Society. 

‘Club or 

Society. 


* Here insert 
smallest nuiii- 
her allowed to 
sign. 


* Strike out 
words in brack- 
ets in cases 
where there ii 
no Seal. 
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Appendix II. 


Appointment of Bankers by Company, 


To THE BRITISH BANK, LIMITED. 


19 

Gentlemen, 

Company, Limited 

(Registered Onic(‘_ 

My Directors request you to open an account with the above- 
mentioned Company, and I hand you herewith : — 

1. (Vrtificato of Incorporation (for inspection and 
return). 

2. Copy of tho Memorandum and Articles of 
Association. 

3. Cf^rtificate of Registrar of Companies, that the 
Company is entitled to commence business 
(for inspection and return). 

4. Certified Copy of a Resolution of the Board 
of Directors regulating tho conduct of the 
Account, together with spt’cimc'iis of the 
signatures of tho authorised signatories. 


Yours faithfully. 

Secretary. 


(3>— This Cortifirnto 
Ib not requin'd in the 
i-aBe of a private 
company. 


Company, Limited. 
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APPOINTMENT OF BANKERS. 

At a Meeting of the Board of Directors of 

L Limited whoso Registered 

Office is at 

held the day of 19 

IT WAS RESOLVED:— 

1. That British Bank Limited be appointed the Bankers of the Company 
and that they be and are hereby authorised to honour and comply with 
all Cheques Drafts Bills Promissory Notes Acceptances negotiable 
instruments and orders expressed to be drawn accepted made or given 
on behalf of this Company at any time or times whether the banking 
account or accounts of this Company are overdrawn by any payment 
of or in relation thereto or are in credit or otherwise and to act on any 
instruction relating to the accounts affairs or transactions of the Com- 
pany provided they are signed by 


and countersigned by. 


2. That the Bank bo and they are hereby authorised to treat all Bills 
Promissory Notes and Acceptances as being endorsed on behalf of the 
Company and to discount or otherwise deal with the same provided they 
purport to be signed by. 


We hereby certify the above to be a true copy from the Minutes. 

Chairman . 

Secretary 

Date 19 


SPECIMEN SIGNATURES. 
will sign 



20 



200 


ELEMENTARY BANKING 


Appendix III. 

NORTHERN IRELAND; IRISH FREE STATE. 

By virtue of the Government of Ireland Act, 1920, these Governments 
have power to impose stamp duties on deeds and other instruments. 
Arrang(‘ments have, how ever, been made to avoid double taxation. 

In r('gard to Northern Ireland, the present position is that where 
an instrument is chargeable with stamp duty in Great Britain and 
in Northern Ireland and has been stamped in one of those countries, 
the instrument shall, to the extent of the duty it bears, be deemed 
to be stamped in the other country: provided that, if the stamp duty 
cliargcal)le on any instrument in such other country exceeds the 
stamp duty chargeable in respect of that instrument in the country 
ill which the instrument has^previously been stamped, the instrument 
shall not be deemed to have been duly stamped unless and until 
8tam])e(I with a stami) denoting an amount equal to the excess duty, 
and may be so stamped without penalty at any time within thirty 
da)^s after it has been first received in Northern Ireland or the other 
part of the United Kingdom, as the case may be. 

In regard to the Iiish Free State, the position, as between that 
country and Gr(‘at Britain, is the same as given above, and the arrange- 
ment ap[)lies also betw een the Irish Free State and Northern Ireland 
until the Government of the latter have withdrawn their consent to 
such apjJication. 
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AccEPTAiyoE ; Acceptor, eBeDrawee ; 
acceptor, defined, 110; acceptor, 
liabilities and estoppels of, IIG, 
124 ; by infant, 129 ; by lunatic, 
221 ; by non- trading firm, 129 ; 
by partnership, 129 ; conditional, 
115 ; defined, 112, 114 ; drawee 
and, 114, 116; drawee bankrupt, 
129 ; drawee dead, 129; drawee, 
giving notice of, 122 ; drawee 
offers cheque, 128 ; for honour, 
113, 145, 148; general and ex- 
amples of, 115; local, 115; 
qualified and examples, 115; 
qualified, drawer or indorsor and, 
127 ; qualified, holder and, 127 ; 
qualified, offered to banker, 1 28 ; 
noted or protested for non- 
acceptance, 142 ; of incomplete 
bill, 115 ; of overdue bill, 115 ; of 
sight bill, 115 ; presentment for, 
126 ; presentment for, by banker, 
127, 131 ; presentment for, when 
excused, 127 ; presentment for, 
when necessary, 126 ; refusal of, 
effect of, 126 ; rules governing, 
126 ; time allowed for, 126 
Acceptances and Indorsements, 
on behalf of customers, 193 
Acceptor op Biel, see Acceptance ; 
Drawee 

Accommodation Bill, defined,! 13 ; 
discharge of, 147 ; holder for 
value, 121 ; presentation of, 132 
Accountancy, of bank, system and 
books explained, 16-27 
“ Account Payee,*’ 98, 104 
Accounts op Customers, act of 
bankruptcy of customer and, 75 ; 
administrators, 234 ; agents, 219- 
21 ; appropriation of paymonts- 
in, 206 ; assignees, 222 ; associa- 
tions, 229 ; at different branches 
of same bank, 77-8 ; authorities 
to sign on accounts, see Man- 
dates ; balance of, see Customer's 
Balance of Account ; building 
societies, 230 ; charges on, 208 ; 


Accounts op Customers — contd. 
closing of, 21 1 ; clubs, 229 ; com- 
bining accounts, 77-8 ; com- 
mittees, 229 ; companies, 231 ; 
crediting before clearance of 
cheques, etc,, 102, 103 ; current 
account, see Current Accounts ; 
deceased customer, 234, and see 
Death ; deposit, 28, and see 
Deposit Accounts ; executors, 234 ; 
friendly societies, 230; garnisheed, 
213-15 ; infants, 223 ; intoxi- 
cated persons, 222 ; joint, 224 ; 
ledger, 21 ; liquidators of com- 
panies, 222 ; local authorities, 
238 ; lunatics, 221 ; new ac- 
counts, 1 6 ; opening of, 16; 
overseers, 237 ; particulars in 
ledger, 21 ; partners, 225 ; pay- 
ments in, see Payments4n ; pub- 
lic, 236 ; secrecy, 211 ; societies, 
229 ; statute of limitations, 
209 ; transferred to another 
branch, 38 ; trustees in bank- 
ruptcy, 222 ; trust, 235 ; work- 
ing of, 205 

Acknowledgments, of payments 
in, 205 

Ad Valorem Stamp, defined, 161 
Administrator, account of, 234 ; 

indorsements of, 58, 68 
Advances, 15, 242 ; banker’s con- 
siderations before making, 242 ; 
repayable on demand, 13, 15; 
securities for, 243-5 
Advice, of bills, 134, 135 ; payment 
of cheques under, 211 
Agent, accounts of, 219-21 ; bank- 
ruptcy, death or insanity of 
agent or customer, 220 ; giving 
notice of dishonour by, 138 ; 
indorsements of, 64, 63 ; infant 
as, 224 ; mandate, 219 ; payment 
of princioal’s cheques into own 
account, 104-5 ; signature of, 
116, 220; midischarged bank- 
rupt as, 220 

Agreement, 244, 248, 249 
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Allonge, defined, 44 
Alteration, confirmation of, 37 ; 
customer’s contributory negli- 
gence to fraudulent alteration, 
89 ; fraudulent, 88-90 ; material, 
37, 120 ; of amount, 35, 1 17, 120 ; 
of bearer to order, 81 ; of bill, 
120 ; of crossing, 37 ; of date, 37, 
120 ; of order to bearer, 37, 81, 
82, 90 ; of payee’s name, 37 ; of 
place of payment, 37, 120 ; see 
Forgery 

Amount, alteration of, 35 ; differ- 
ence between words and figures, 
35, 117 ; fraudulent alterations, 
S8, 89 ; in foreign currency, 36, 
117; interest included in bill, 
117; not in words and/or figures, 
35 ; of cheque, 35 ; sum certain, 117 
Annual List of Members and 
Summary, 10 

Aiu'Uobriated Stamp, defined, 161 
Appropriation of Payments, 206 
Arrangement, Deed of, account 
of trustee imtler, 222 
Articles of Association, defined, 
232 

Assignees, account of, 222 
Assignment, bill not an, 124 ; 
chocpie not an, 79, 86 ; of curnmt 
account balance, 76 ; of deposit 
account or receij^t, 184 
Associations, accounts of, 220 ; 

mandate for, 287 
Attorney, ])ower of, 220 
Authorities, Local, s(‘e Local 
Authorities 

Autuorities to sign on Account, 
see Mandate 

Haile E, banker as, 216 
Halance of Customer, see Cus- 
tomers lialance of Account 
Balance Sheet, of bank, 10-15 
Bank, agents and corres]K>ndents 
of, 212 ; balance sheet of, 10-15 ; 
classification of banks, 9 ; do- 
(ined, 9 ; derivation of word, 
2 ; dishonour of checjues and 
branches of, 102 ; investments, 
12, 14 ; ])remises, 15 ; see 

Banker, Branches of Bank 
Bank Agents, see Correspondents 
Bank Charter Act, 1844, 3 
Bank Holidayls, 120 
Bank Notes, see Notes 
Bank of England, Bank Post Bills, 
118, 183 ; Charter of, 3 ; history 
of, 3; notes of, 4, 179-82 ; 

weekly statement, 4, 6, 12, 14; 
s(‘e Notes 


Bank Post Bills, no days of grace, 
118, 184 

Bank Premises, 15 
Bank Rate, 5, 6 

Banker, agent of, 128 ; as holder 
for value, 106-7 ; as trustee, 9 ; 
customer and relation of, 8, 90, 
203-5 ; defined, 9 ; duty of 
customer towards, 89-90, 204-6 ; 
functions of, 2, 7, 8 ; opinions 
and references of, 9 ; presenting 
bill for acceptance, 127, 131 ; 
presenting bill for payment, 131 ; 
pro forma balance sheet of, 11 ; 
revenue and expenses of, 7 ; 
secrecy of, 204, 211 ; see Col- 
lecting, Paying Banker 
Bankers’ Books Evidence Act, 
1879, 211 

Bankers’ Drafts, paid under 
forged indorsement, 182 ; speci- 
men, 182; stamp on, 183; 
stamp on requisition for, 183 ; 
stopping payment of, 183 
Bankers’ Lien, defined, 245 ; on 
bill or cheque, 245 ; over securi- 
ties, 245 

Bankers* Opinions, 9 
Bankers’ Payments, defined, 183; 
no stamp on, 60 

Banking Business, earliest forms 
of, 2 ; history of, 2 ; nature of, 
2, 6 ; utility of, 7 

Banking Company, 9, 10, and see 
Bank, Banker 

Bankrupt, as agent, 220 ; pre- 
sentment of bill for acceptance 
to, 129. 

l^ANKRUPTCY, account of trustee in 
bankruptcy, 222 ; bills discount- 
ed running and customer’s, 208 ; 
notice of act of, by customer, 
75 ; of acceptor during currency 
of bill, 144 ; of customer or 
agent, 220 ; of joint account 
holder, 225 ; of partner, 227-8 ; 
of trustee in bankruptcy, 223 
J^earer, defined, 81, 112 
Bearer Cheque, alteration of, 37, 
81 ; liabilities of transferor if 
forged, 37, 48 ; payment of, 81 
Bill Broker, 14, 16 
Bill Diary, 241 

Bill of Exchange, acceptance of, 
see Acceptance, Drawee ; accom- 
modation, 113, 121, 132, 147; 
advantages of, 108 ; alterations 
of, 120, and see Alterations ; 
amount of, 117, and see Amount ; 
assignment and, 124 ; bearer, 
117; capacity to incur liability 
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Bill of Exchanof: — continued* 
on, 124 ; case of need, 113 ; 
collection of, 133, and see GoU 
lecting Banker ; conditional. 111; 
conflict of laws, 153 ; considera- 
tion, 121 ; currency of, 118 ; date 
of, 117, see Date ; days of grace, 
118-20; defined, 108; defined 
for stamping purposes, 168 ; de- 
livery of, 121 ; discounted, see 
BiUa Discounted ; discharge, see 
Discharge of Bill ; dishonour of, 
see Dishonour of Bill ; domi- 
ciled, see Domiciled Bill ; drawee, 
114, 124, and see Drawee \ 
drawer, 124, and see Drawer ; due 
date of, 1 18-19 ; foreign, 113, and 
see Foreign Bills ; forged, see 
Forgery ; form of. 111; holder, 
for value, in due course, see 
those titles ; inchoate (incom- 
plete), 121; inland, 113; in 
pencil. 111 ; issue of, 121 ; liabili- 
ties and estoppels of drawee and 
drawer, 116, 124 ; lost, 142, 150 ; 
negotiable, 1 22 ; see Negotiability; 
notice of dishonour, 138, and see 
Notice of Dishonour of Bill ; 
noting of, 142; see Noting, Pro- 
test ; overdue, 123, 136 ; payable 
at London Office, 134 ; payee of, 
108, 112, 114 ; payment of, see 
Payment ; payment of, by banker, 
136 ; pajrment of, for honour, 
113, 149; presentment for pay- 
ment of, see Presentment for 
Payment of Bill ; protest, see 
Protest ; rebate on, 134 ; referee 
in case of need, 113 ; retired, 
134 ; security, held as, 142 ; set 
in, 113, 151 ; short bills, 133 
sight, 118-19; signature of, 115 
and see Signature ; sola, 113 
specimens of, 108, 151, 162 
stamp on, 168-65 ; statute of 
limitations, 146; tenor, 118 
terms, defined, 112, 113 ; trans 
feror by delivery, 113, 123 

transferability of, 122; “value 
received,” 121 

Bill of Lading, defined, 260 ; how 
taken by banker, 253-4 ; speci- 
men of, 251 

Bills Discounted, as banker's 
asset, 15 ; considerations before 
discount, 239 ; entries in banker's 
books, 241-2 ; necessity for in- 
dorsement of customer, 124, 240 ; 
rebate on, 135, 255 ; set-olf on 
customer's bankruptcy, 208 ; 
trade bills, 240 


Bills for Collection, dishonour 
of, 141 ; maturing and paid after 
customer’s death, 133 ; no statu- 
tory protection for banker, 133 ; 
property in, 133. See Bill of 
Exchange 

Bills in a Set, law governing, 152 ; 
specimens of, 151-2 ; stamp on, 
164 

Bills of Exchange Act, 1882, 
copy of, 257-85 

Bills of Exchange (Crossed 
Cheques) Act, 1906, 285 

Bills of Exchange (Time of 
Noting) Act, 1917, 285 

Blank Transfer, 248 

Bonds as security, 247 ; bearer, 
247 ; drawn, 202 ; negotiability 
of. 247 

Borough Council, see Local 
Authorities 

Branches of Bank, accounts at 
different, 77-8 ; balance sheet 
must be exhibited at, 10 ; giving 
of notice of dishonour by, 102, 
139 ; Head Office and branches 
one entity, 30 

Building Society, accounts of, 220 


Cancellation, of bill, 147, 148; of 
cheque, 87, 88 

“ Cancelled in Error,” on bill, 
148 ; on cheque, 87 ; on foreign 
bill, or cheque, 148 
Capital, of company, authorised, 
callable, paid up, subscribed, 10, 
12 

Case of Need, 113 

Cash, at Bank, 14 ; in hand, 13 ; 

Cash Book, 19 
Cash Orders, 195 
Cashier, book for entries of, 19; 
points before cashing cheque, 75, 
76 

Cashing Cheque, 76, 76, 107 
Certificate of Incorporation, of 
company, 231 

Channel Islands, stamp duty and, 
39, 159, 162 
Charges, 208 

Cheque, “ account payee,” 98 ; 
advice of fate by telegram, 84 ; 
alteration of, 37, and see Altera- 
tions ; amount, 35, and see 
Amount ; bearer, see Bearer 
Cheque ; cancelled in error, 87, 
148 ; collection of, 100-7, and see 
Collecting Banker ; company as 
drawer of, 233-4 ; conditional 30, 
and see Conditional Documents; 
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Cheq.u i<: — continued. 

conHict of laws, 153 ; conversion 
of, 102 ; corporation as drawer 
or indorser, 32 ; credited before 
clearance, 78, 102, 105 ; crossed 
cheques, 91, and see Crossed 
Cheques ; Country, see Clearing ; 
customer’s duty as to drawing 
of, 80-90, 204-5 ; date, see Date ; 
defect in customer’s title to, 102, 
and see True Owner ; defined, 29 ; 
delegation of drawing, 90 ; des- 
troyed, 40 ; dishonour of, see 
Dishonour oj Cheque ; documents 
attached to, 83-4 ; drawee of, 
29 ; drawer of, 29 ; drawer’s 
signature, 31, and see Signature ; 
exchanging, 107 ; foreign law 
and, 153 ; forged, see Forgery ; 
form of, 29, 30; “house,” 21 ; 
indorsement, see Indorsements ; 
infant as drawer or indorsor, 32 ; 
in pencil, 32 ; irregularly drawn, 
86 ; lost, 40 ; marked, 78, 84, 
234 ; Metropolitan, soo Clearing ; 
mutilated, 38 ; not assignment 
of balance, 79, 86 ; “ not negoti- 
able,” 95, 106 ; “ not transfer- 
able,” 51, 81, 96, 98 ; on plain 
paper, 19 ; order clioquo, 37, 82 ; 
order of presentation and pay- 
ment, 86 ; overdue, see Stale 
Cheque ; paid, 43, 88 ; paid by 
correspondent, 211 ; parties of, 
29 ; payable in London or 
country, 101 ; payable on de- 
mand, must be, 33 ; payable to 
” A. 11. only,” 51, 96; payee of, 
29, 36, 37 payment by, 42 ; 
payment in duo course, 79 ; 
payment of, see Payment^ Faying 
Banker ; points before cashing, 
75, 107 ; ])ost-datod, 33, and see 
Post-dated ; presentment of, 101 ; 
present/od by payee, 52 ; receipt 
on, 40, 196 ; re(juisite.s in form of 
29 ; specimen, 29 ; stale, 34, 106, 
and see Stale Cheque ; stamp on, 
38 ; statute of limitations, 34 ; 
Town, see Clearing ; unusual 
form, 30 

Cheque Book, 19 

Circular Letter of Credit, 189- 
92; letter of indication, 191; 
specimens of, 190-1 ; stamp on, 
192 

Circular Note, see Circxdar Letter 
oJ Credit 

Clayton’s Case, Rule in, 206 

Clean Letter of Credit, 187, and 
see Letter of Credit 


Clearing, Country, 20, 87, 172 ; 
course of cheques prosented 
through, 174-7; interest allow- 
ance for unclearod cheques, 174- 
7 ; Local, 20 ; London Clearing 
House, 167 ; marked cheques, 
85; Metropolitan, 20, 87, 173; 
return of cheques, 101 ; Sum- 
mary Sheet, 167 ; system ex- 
plained, 166-71 ; time taken for 
clearing, 174-7 ; Town, 20, 171 ; 
transfer forms, 170 ; walks, 177 ; 
see Uncleared Cheques 

Clubs, accounts of, 229 ; mandate 
for, 287 

Coin, counterfeit, 80 ; legal tender, 
80; weight of sovereign and half- 
sovereign, 80 

Collateral Security, defined, 244 

Collecting Banker, agent’s 
cheques, 104, 220 ; agent’s signa- 
ture, 55, 100 ; as holder, holder 
for value, or holder in due course, 
see those titles ; cheque ” ac- 
count payee,” 98, 104 ; collection 
of bills, 133 ; collection of 
cheques for stranger, 105 ; col- 
lection of cheques on himself, 
101, 105 ; collection of cheques 
on other bankers, 101 ; collection 
of conditional documents, 197 ; 
collection of deposit receipts, 1 85; 
collection of dividend warrants, 
199 ; conversion by, 102 ; crossed 
cheques, see Crossed Cheques ; 
crossing of cheques by, 104 ; 
customer of, 16, 105, 203-5 ; 
defect in customer’s title, 88, 96, 
102-5, 133; defined, 100; duty 
03 to noting or protest of bills 
and cheques, 145 ; duties of, 100 ; 
examination of indorsements, 
100, 104 ; exchanging cheques on 
other bankers, 107 ; forgery, see 
Forgery ; lien of, 106 ; negligence 
of, 100, and see Negligence of 
Banker ; “ not negotiable ’ 

chequo, 96, 107 ; notice of dis- 
honour by, 87, 101-2, 141 ; 

presentment of cheques, 101, and 
see Clearing ; presentment of 
hi Us for acceptance by, 127, 131 ; 
presentment of bills for payment 
by, 131 ; right to debit dis- 
honoured chequo, 102 ; statutory 
protection, 96, 103, 105 ; true 
owner, see True Owner ; un- 
cleared cheques, see Uncleared 
Cheques ; uncrossed cheques, 104 
Combining Accounts, at different 
branches, 78 ; see Set-off 
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Commission, 208 

OoMMrrTEES, accounta of, 229 ; 
mandate for, 287 

Company, account of, 231-4; ac- 
count of liquidator of, 222*; An- 
nual List of Members and Sum- 
mary, 10 ; Articles of Associa- 
tion, 232; banking. 10; capital 
of, 10, 12 ; certificate entitling to 
commence business, 231; certifi- 
cate of incorporation, 231 ; direc- 
tors of, 232 ; drawing cheques 
and bills, 233 ; indorsements of, 
57, 64 ; liquidation of, 234 ; man- 
date, 232 ; Memorandum of 
Association, 231 ; opening ac- 
count of, information required, 
231 ; persons inflicted with notice 
of constitution, 232 ; private, 233; 
statutory requirements, 10, 231 ; 
winding up, 75, 234 
Conditional Documents and 
Okders to Pay, collecting 
banker, 197 ; crossing of, 197 ; 
paying banker, 196 ; specimen, 
195 

Considejratton, defined, 121 ; for 
bill or cheque, 121 ; when pay- 
ment by bill or cheque dis- 
charges, 42-3 

CoNVEKSiON, defined, 102 ; trover, 
83 

CoRPOBATTON, as drawer or indorser 
of bill or cheque, 32, 47 ; see 
Company^ Local Authority 
Correspondent of Bank, bill sent 
to, 128 ; payment of cheques by, 
211 ; protection of, 105 ; relation 
to principal, 212 
Counter Cash Book, 19 
Counterfeit Coin, 80 
Countermand of Payment, 75, 76, 
and see Stopped Cheque 
Country Clearing, see Clearing 
Coupons, 200-2 ; banker cutting off, 
217 ; due on Sunday or Bank 
Holiday 201 ; lost, 201 ; payable 
abroad,, 01 ; specimens, 201-2 ; 
stamp and, 201 

Credit, moaning, 2, 6 ; Letter of, 
see Letter of Credit 
Crossed Cheques, “ account 
payee,’* 98, 104 ; collection of, 
102-5 ; crossed to two bankers, 
93-4; crossing material, 93; 
crossing of documents not 
cheques, 97, 197 ; defined, 91 ; 
double crossing, 93-4 ; duties of 
paying banker, 93 ; “ not negoti- 
able,” 95-7, 106 ; object of, 91 ; 
obliterated crossing. 94 ; opening 


CitorasKD Chequhs — continued. 
of, 98 : payment contrary to 
crossing, 03 ; payment over 
counter, 93 ; perforated crossing, 
91 ; persons authorised to cross 
cheques, 92 ; protoccion to cob 
looting banker, 103; protection 
to paying banker, 94 ; specimens 
of, 92. See Collecting, Payiyuj 
Banker 

Crossed to 'I'wo Banks, 93 4 
Currency Notes. 80 
Current Accounts, accounts nt 
different branches, 78 ; acknow- 
ledgment of payments in, 206 ; 
act of bankruptcy of customer 
stops, 75 ; appiopriation of pay- 
ments in, see Paymenls in ; 
charges on, 208 ; closing of, 211 ; 
combining with loan, 207-8 ; 
decimals, 22 ; disclosure of, 204, 
211; garnishee order, see that 
title ; ledger, 21 ; mandates for, 
see Mandates ; money paid in 
becomes debt due by banker, 
203 ; overdraft against deposit 
account, 28 ; overdraft against 
Deposit Receipt, 185 ; paying-in 
slips and specimen, 16—17 ; Rule 
in Clayton’s Cose, 206 ; secrecy, 
204, 211 ; set-off, see SeLoff ; 
statute of limitations, 209-10 ; 
uncleared items, 78, 104, 206 ; 
working of, 205. See Accounts 
of Customer^ Cttslomer' s Balance, 
of Account 

Custodian Trustee, banker as, 9 
Custody, see Valuables for Safe 
Customer, account of, see Accounts 
of Customer ; bankruptcy, death, 
insanity of, see those titles ; 
defined, 105, 203-6 ; examina- 
tion of passbook by, 26 ; illness 
of, 31 ; intoxicated, 31 ; negli- 
gence in drawing cheques, 89- 
90 ; relation of banker and, 8, 90, 
203 ; signature, see Signatures 
Customer’s Balance of Account, 
accounts kept at different 
branches, 77 ; assignment of, 76 ; 
bill or cheque not assignment of, 
79, 86 ; banker must not disclose, 
87 ; computation of, 77, 86. See 
Accounts of Customer 

Date, ante-dated cheque, 32 ; 
ante-dated bill, 118; computa- 
tion of due date of bill, 118-19 ; 
dated on a Sunday, 32, 118; of 
bill, 117; of cheque, 34; old 
style, 119 ; post-dated, 118, and 
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Da te — continued, 

see Post-dated Cheque ; sighting, 
118-19, 129; stale cheque, 34; 
statute of limitations, 34 ; un- 
dated, 32, 117; wrong date,33,ll7 
Day Book, 23, 25 
Days of Grace, 118-20. 

Death, cheques marked before and 
presented after, 234 ; cheques 
paid after but before notice of, 
234 ; collection of bills matur- 
ing after, 133 ; of acceptor, 131 ; 
of customer, 75, 220, 234 ; 

of customer’s agent, 220 ; of 
drawee, 129 ; of joint account 
holder, 225 ; of partner, 227—8 ; 
of treasurer, 230 ; presentation 
of cheques after, 220, 225, 228, 
230, probate, 234. See Executor 
Debenture, defined, 248 ; floating 
charge, 248 ; mortgage, 248 
Decimals, example of use, 22-3 ; 

system explained, 22 
Deed of Arrangement, account of 
trustee under, 223 
Delay, in giving notice of dis- 
honour, 140; in payment of 
cheque, 80, 86 ; in presentation 
of bill, 131 ; in presentation of 
cheque, 34, 100 

Delivery of Bill, defined, 121 
Delivery Order, defined and 
specimen, 253 

Deposit Accounts, assignment of, 
1 84 ; current account overdrawn 
against, 28 ; garnishee order, 
215 ; in joint names, 224-5 ; 
income tax and interest, 28 ; 
interest on, 28 ; notice for re- 
payment, 28 ; repayable on a 
Sunday, 28 ; set-off against, 28 ; 
statute of limitations, 210 ; un- 
paid cheques, 28 

Deposit Receipts, assignment of, 
184 ; fixed, 186 ; in joint names, 
186, 224-5 ; interest on, 184 ; 
lost, 185 ; not transferable, 184 ; 
overdraft against, 185 ; payment 
to third parties, 185 ; specimen, 
184 ; stamp on, 186; statute of 
limitations, 210, See Deposit 
A ccounts 

Deposits at Call and Short 
Notice, 6 

Destroyed, bill, cheque, or note, 
see Loss 

Directors, of company, 232 
Discharge of Bill, by alteration, 
120 ; by cancellation, 147 ; by 
merger, 147 ; by payment, 146 ; 
by waiver, 147 


Discharge op Cheque, see Cheque 
Discount op Bill, see Bills Dis- 
counted 

Dishonour of Bill, action on, 137 ; 
amount recoverable, 137 ; by 
non-acceptance, 110; by non- 
payment, 111, 137; discounted, 
240 ; re-exchange, 137 ; statute 
of limitations, 146 ; time, 137. 
See Notice of Dishonour, Noting, 
Protest, Foreign Bill 
Dishonour op Cheque, answers 
on, 87 ; between branches, 102 ; 
cancelled in error, 87 ; Clearing 
House and, 87 ; credited before 
clearance, 102 ; crossed, 94 ; 
drawn on collecting banker 
101 ; improperly, 77 ; irregularly 
drawn, 86 ; not an assignment, 
79 ; “ not sufficient funds,*' 79 ; 
on bankruptcy, death, insanity 
of customer or his agent, 75, 
220 ; order of presentation and 
payment, 86 ; presented through 
clearing, 171-7 ; protest of, 87 ; 
record of, 87 ; time, 87. See 
Notice of Dishonour of Cheque 
Dividend Warrants, collection of, 
199; crossing of, 97, 198; de- 
fined, 198 ; discharge of, 61, 74, 
198 ; joint payees, 199 ; negoti- 
ability of, 198 ; specimen of, 200 
Dock Warrant, defined, 251 ; 

specimen, 252 ; transferable, 253 
Documents, analogous to cheques, 
crossing of, 97 ; attached to 
cheque, 83-4 

Documents in Form of Receipts, 
197-8 ; crossing of, 197 ; speci- 
men, 198 

Documents of Title to Goods, 
classes and specimens of, 260-4 
Documentary Bills, collection of, 
254 ; documents on acceptance 
(D./A.), 254 ; documents on pay- 
ment (D.^P.), 254; payment 

under rebate, 255 ; presentation 
for acceptance, 254 ; usual docu- 
ments of, 254 

Documentary Letter of Credit, 
187 

Domiciled Bill, at London Office 
or Agent, 134 ; by stranger, 134 ; 
defined, 132 ; forgery on, 136 ; 
received for remittance to 
stranger, 136; retired, 134; 
with banker, 135 
Draft, see Banker'* s Draft 
Drawee, acceptance of, 114, 129; 
alternative, 114 ; fictitious, 114 ; 
firm as, 129 ; joint, 114 ; liabili- 
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ties and estoppels of, 1 16 ; notice 
of acceptance, 122 ; of bill, 110 ; 
of bill, drawee dead or bankrupt, 
129; of cheque, 29; successive, 
114. Acceptance 
Drawer, liabilities and estoppels of, 
124; of bill, 110; of bill, dis- 
charge of, 126, 130, 136, 138, 
143 ; of cheque, 29 ; of cheque, 
duties of, 90 ; of stale cheque, 
34 ; stamp and, 30 ; statutory 
protection as to crossed cheques, 
95 ; stopping cheque, 76, 79. 
See Bill of Exchange 
Drawn Bonds, 202 


Effects not Cleared, 78 
Endorsements, see Indorsements 
Enquiries, bankers’ 9 ; before 
opening new account, 16 
Estoppel, of drawee, 116, 124; of 
drawer, 124 ; of indorser, 46 
Evidence, of bankers’ books, 211 
Exchanoino Cheques, 107 
Executor, account of, 234 ; cheque 
stopped by one joint, 235 ; in- 
dorsements of, 58, 68 ; infant 
as, 224 ; powers of, 235 


Fate of Cheque, advice by tele- 
gram, 84 ; direct advice, 101 
Fictitious Person, 81, 114, 127 
Fiduciary Issue, 4 
Firms, see Partners 
“ First with,” 151 
Floating Charge, 248 
Foreclose, defined, 250 
Foreign Cheques, stamp and, 39 ; 

see Noting and Protest 
Foreign Bills, cancellation of, 
148 ; conflict of laws and, 153 ; 
defined, 113 ; dishonour of, 130, 
133, 142 ; drawn in a set, 151 ; 
in foreign currency, 117 ; stamp 
on, 161. See Noting, Protest 
Foreign Currency, bill in, 117 ; 
cheque in, 35 ; stamp on bill or 
cheque in, 162 
Foreign Note, 181 
Forgery, customer’s contributory 
negligence, 89 ; defined, 88 ; 
effect of forged signature on bill 
or cheque, 88, 112, 116 ; fraudu- 
lent alterations, 89 ; holder and, 
112; of acceptance, 136; of 
drawer’s signature to cheque, 48, 
88, 89 ; of opening of crossing, 
98 ; on domiciled bill, 136 ; 


F ORGER Y — continued. 

ratification of, 116; transferor 
by delivery and, 37, 124 
Forgery of Indorsement, of 
banker’s draft, 182-3 ; of bill, 
116 ; of cheque, 48, 77, 82, 83 ; 
of conditional orders, 196, 197 ; 
of dividend w^arrants, 198 -9 ; of 
signature to receipt as indorse- 
ment, 196 ; collecting banker’s 
statutory protection against, 88, 
96, 102, 103, 105, 133, 196, 198, 
199; paying banker’s statutory 
protection against, 82, 93, 96, 
196, 197, 199. See Estoppel 
Fraudulent Alterations, see 
Alterations , Forgery 
Freehold, explained, 249 
Friendly Society, accounts of, 
230 ; mandate for, 230 ; no 
stamp on cheques, 39 

Guarantee, continuing, 246 ; death, 
bankruptcy or insanity of cus- 
tomer or guarantor, 246 ; de- 
fined, 246 ; joint and several, 
246 ; stamp of, 246 
Garnishee Order, banker’s pro- 
cedure on receipt of, 213-14 ; 
effect on current account, 214 ; 
effect on deposit account, 215 ; 
overdraft limit and, 214 ; speci- 
men of, 213 ; uncleared cheques 
and, 215 

General Ledger, 24 
Goldsmiths, 2, 3 ; notes of, 3 
Good Faith, defined, 83 
Goods, see Documents of Title to 
Goods 

Holder, banker as, 103 ; defined,! 12 
Holder for Value, banker as, 105, 
106 ; defined, 112, 121 
Holder in due course, banker as, 
106-7; defined, 106, 112; de- 
livery of bill and, 122 ; privileges, 
106 

Holidays, Bane or Proclama- 
tion, 120 

Honour, acceptance for, 113, 145, 
148-9 ; notarial act of, 150; 
payment for, 149, 150 
House Debits, 21 
Householder’s Protest, 145 
Hypothecation, Letter of, 244 

Illiterate Person, mark by, 31 
Inchoate Bills, 121 
Impersonal Payee, 51, 73 
Income Tax, coupons, 201 ; deposit 
interest, 28 



298 


ELEMENTARY BANKING 


Indication, Letter of, 191 
Indorsement, additions to, 60 ; 
additions to payee’s name, 51 ; 
allonge on, 44 ; anomalous, 51 ; 
assumed name, in, 47 ; blank, 45, 
59 ; by improsaod stamp, 52 ; by 
mark, 59, 71; “cash” or 

“ wages,” 51 ; classification of, 
45; conditional, 45, 111; con- 
firmation of, 61 ; courtesy titles 
and, 53 ; definod, 48 ; estoppels 
of parties, 46, 116, 124; ex- 
amination of, 47, 100, 104 ; 

foreign characters, in, 50 ; forged, 
see Forgery ; form of, 49 ; im- 
personal, 51, 73 ; in pencil, 52 ; 
not in payee’s handwriting, 52 ; 
of administrator, 58, 68 ; of 

agents, 54, 63, 100, 104, 116 ; of 
bearer clieipie, 81 ; of bill under 
discount, 1 24, 240 ; of companies, 
57, 66 ; of corporation, 47 ; of 
dividend and interest warrants, 
61, 74 ; of executors, 58, 68 ; of 
firms, 56, 64 ; of infant, 47 ; of 
joint persons, 56, 64-5 ; of liqui- 
dators, 58 ; of married women, 53, 
69 ; of olfioial payees, 53, 70 ; of 
partners, 66, 64-5 ; of payee 
presenting cheque himself, 52 ; 
of trustee, 58, 69 ; on cheque 
with receipt form, 196 ; on front 
or back, 44 ; partial, 45 ; per pro, 
54, 61, 100, 104 ; refused by 
payee, 52 ; requisites of valid 
44 ; restrictive, 46 ; sans recoars, 
47 ; sigiiificaneo of, 47 ; special, 
45, 59 ; spociinous of, 62-74 ; 
trade name, in, 47 ; without re- 
course, 47. 

iNnoHSEH, discharge of, 126, 130, 
136, 138; estoppels of, 46, 116, 
1 24 ; see Bill of Exchange and 
/ ndorsenient 

Infant, account of, 223 ; agent, as 
224 ; tlrawor and indorser of 
cheque, 32 ; executor as, 224 ; 
not liable on bill, 129 ; overdraft 
by, 224 ; partner, as, 224 

Injunction, 76 

Inland Hill, definod, 113, stamp 
on, 161. See Bill of Exchange 

Inquiries, 9 

Insanity, of agent, 75, 220 ; of 
customer, 75, 220 ; notice of, 
221-2 ; partner of, 228 

Inscribed Stocks, defined, 247 

Insurance of Securities, 2 49, 253, 
254 

Interest, calculation of, 22 ; com- 
pound, 209 ; dotormined by 


Interest — continued. 

banknipcty of customer, 209 ; in- 
cluded in 117, 164; on 

cheques credited before clear- 
ance, 174, 175, 176, 177; on 
cheques from date of payment 
by agents, 81 ; on deposit 
account, 28 ; on de];osit receipt, 
184 ; statute of limitations and, 
210 ; warrant, 199, 200 ; warrant, 
specimen of, 200 ; when to be 
charged by banker, 208-9 
Interest Warrant, 199-200; <lis- 
chargo of, 61, 74 ; specimen, 200 
Intoxicated Person, 222 
Investments, of banker, 12, 14 
Ireland, stamp duty and, 39, 290 
Isle of Man, stamp dutv, 39, 159, 
162 

Issue of Bill, 121 

Joint Accounts, 224-5, and see 
Joint Persons 

Joint, Joint and Several Lia- 
bility, explained, 156, 225, 227 
Joint Persons, accounts of, 224-5 ; 
bankruptcy or death of party, 
225 ; garnishee order and, 225 ; 
indorsements of, 56, 64 ; liqui- 
dators, 223 ; mandate, 224-5 ; 
stopping choqu(5S by, 225 
Joint Stock Companies, see Com- 
panies 

Land, definod, 249 
Leasehold, defined, 240 ; lessee, 
249 ; lessor, 249 

Ledger, current account, 21 ; 
general or principal, 24, 25 ; 
specimen rulings, 22, 25 
Legal Mortgage, defined, 243 
Legal Tender, see Tender 
Letter of Credit, advantages of, 
189; circular, 189-02; clean, 
187 ; confirmed bankers’, 189 ; 
defined, 186-9 ; documentary, 
187 ; letter of indication, 191 ; 
marginal, 187 ; open, 187 ; re- 
volving, 189 ; specimens, 187-8, 
190-1 ; stamp on, 189, 192 
Letter of Indication, 191 
Lien, Bankers’, 244-5 ; defined, 
243-4 ; notice of, 248 ; on bill 
or cheque, 106 ; valuables for 
safe custody and, 245 ; see Set- 
off 

Life Policy, admision of age, 240; 
endowment, 249 ; security as, 
248 ; surrender value, 248 ; 
whole life, 249 

Limitations, see Statute of 
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Liquid Assets, of bank, 13 

Liquidator, account of, 222 ; in- 
dorsements of, 58 

Loan, against deposit account, 28 ; 
against deposit receipt, 185 ; 
combining with current account, 
208 

Local Authorities, accounts of, 
236-8 ; collecting orders bearing 
forged indorsements, 238 ; cross- 
ing of orders, 237-8 ; defined, 
236 ; orders drawn by, 237 ; 
paying orders bearing forged 
indorsements, 238 ; stamp duties 
on orders of, 39, 237 ; treasurer 
of, 236, 237 

Local Clearing, see Clearing 
Loss of bill, 142, 150 ; of cheque 
and liability for, 40, 41 ; of 
deposit receipt, 185 ; of note, 
180 ; stopping of cheque by 
holder or payee, 77 
Lunatics, account of, 221 ; bill 
accepted by, 221. See Insanity 

Mandate to Sion on Account, ad- 
ministrators, 234 ; agents, 18, 
218-21 ; associations, commit- 
tees, societies, 230 ; building and 
friendly societies, 230 ; com- 
panies, 232 ; executors, 234 ; 
firms, 226 ; joint persons, 224 ; 
local authorities, 236-8 ; over- 
seers, 238 ; partners, 226 ; death, 
banki-uptcy or insanity of signa- 
tory or customer, 220, 225, 228, 
230 ; specimen form for associa- 
tions, committees, societies, 287 ; 
for companies, 288 ; for third 
parties, 219 ; joint and several 
liability under, 225 ; record of 
particulars of, 219 ; stamp on, 
218 ; under seal, 221 
Maker, see Promissory Note 
Mark, of illiterate, 31, 69, 71 
Marked Cheque, 78, 84, 234 
Market Rate, explained, 6 
Married Women, indorsements of, 
53, 68 

Memorandum or Association, 231 
Memorandum op Deposit, 244, 248, 
249 

Metropolitan Clearing, see Clear- 
ing 

Minor, see Infant 
Money at Call and Short Notice, 
14 

Money Lenders’ Act, 19ll, 9 
Money Orders, see Postal Orders 
Mortgage, defined, 243 ; of landed 
Property, 249 ; of life policy, 249 


Municipal Corporation, see Local 
Authorities 

Mutii^tion, of cheque, 38 

Negligence op Banker, agojits’ 
accounts, 104, 220 ; alterations 
unconfirmed, 3 7; collection of 
cheques “ account payee,’' 9S ; 
collection of crossed chequr^s. 
103 ; ^ving notice of diahonooi, 
141 ; in making periodical p v 
inents, 215 ; indorsements, 48, 
40, 100. 104 ; noting and protest, 
146; partners’ accounts, 227; 
payment of cheques, 33, 79, 93 ; 
presentment of bill, 127-8, 131 , 
stopped cheques, 70 ; trust ac- 
counts, 235 ; unjustifiable dis- 
honour of cheque or bill, 77 ; 
writing up passbook, 27 

Negotiability, compared with 
transferability, 95 ; of bill, 122 ; 
of cheque “ account payee,” 98, 
104 ; of cheque crossed ” not 
negotiable,” 95-6, 106 ; of con- 
ditional orders, 195-7 ; of divi- 
dend warrants, 198 ; of docu- 
ments in form of receipts, 1 97-8 ; 
of overdue bill, 123 ; of post- 
dated cheque, 33 ; of stale 
cheque, 34. See Negotiation 

Negotiation, defined, 36 ; of bills, 
122 ; prohibited, 96, 122. See 
Negotiability 

Non-Trading Company, 233 

Non-Trading Firm, accounts of, 
224, 225 ; bill drawn by partner 
of, 129, 225, 226 ; mandate for, 
225 

Notarial Act of Honour, 150 

Notes, by post, 180 ; fiduciary issue, 
4 ; foreign, 181 ; forged, 181 ; 
half, 180; issue of, 2, 3, 179; 
legal tender, 3, 80 ; lost or 
destroyed, 180, 286 ; of Bank of 
England, 3, 4, 179 ; register of, 
20 ; stamp on, 179 ; statute 
of limitations, 181 ; stolen, 181, 
286 ; stopping, 181, 286 ; tender, 
of, 3, 179. See Promissory 
Note 

Notice of Dishonour of Bill, 
agent giving, 138 ; between 
branches of same bank, 139 ; by 
banker, 141 ; by whom, 138 ; 
dispensed with, 141 ; effect of. 
138; excused, 140; form of 
139 ; lost in post, 139 ; time, 
140 ; to whom, 138 ; verbal, 139 ; 
written, 140 ; written, specimen 
of. 140 
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Notice of Dishonoub of Cheque, 
87, 101-2, 138; between branches 
of same bank, 102 
Noting, collecting bankers* duty to 
note, 146 ; explained, 142 ; of 
foreign bill, 130, 142 ; of cheque 
with foreign indorsement, 87 ; of 
inland bill, 143 ; of lost or de- 
stroyed bill, 142 ; of promissory 
note with foreign indorsement, 
143 ; time for, 144. See Protest 
Not Neqotiabue Crossing, ab- 
sence of transverse lines, 96 ; 
collecting and paying banker 
and, 96 ; defined, 95 ; efiect of, 
95-6, 106 

Not to be Noted (N.N.), 146 
Not Sufficient (N.S.), 87 
Not Transferable, cheque, 6, 82, 
96, 98 ; bill, 122 


Ofen Cheques, banker must cash 
over counter, 79 ; crossed cheques 
opened, 98 ; delay in payment to 
presenter, 80, 86 ; paying banker 
should not send cash by post to 
stranger, 79 

Opening Account, inquiries before, 
1 6 ; preliminaries, 1 6 
Opinions, bankers’, 9 
Order Cheque, alteration of, 37 ; 
defined, 82 ; payment of, 82. 
See Cheque, Forgery 
Out of Date, cheque, 34. See 
Stale Cheque 

Overdraft, against deposit ac- 
count, 28 ; against deposit re- 
ceipt, 185 ; combining with loan, 
208 ; garnishee order and limit 
of, 214. See Set-ojf 
Overdue, bill, 123, 136 ; cheque, 34 


Paid Cheque, 43, 88 
Parish Council, see Local Authori- 
ties 

Part Payment, of bill, 132 
Partner, account of, 225-9 ad- 
mission of, 229 ; authoritv of, 

226- 7 ; bankruptcy of, 22*7-8 
bill accepted by, 226 ; death of 

227- 8 ; indorsements of, 56, 64 
infant as, 221 ; insanity of, 228 
liabilities of, 227 ; retirement of. 
229 ; stopping cheque by, 228 
transfers from firm’s account to 
private account by, 227. See 
Partnership 


Partnership, accounts of, 225-9; 
bankruptcy of, 228-9 ; change in 
constitution, 227-9 ; dissolution, 
227-8 ; limit of members, 226 ; 
mandate, 226 ; powers of part- 
ners, 226 ; signature to bill, 115. 
See Partner 

Passbook, duplicate, 26 ; error in, 
27 ; examination of, 26 ; notices 
in, 78, 104 ; specimen ruling, 26 ; 
statement in lieu of, 26 ; written 
up regularly, 26 

Payee, additions to name of, 51 ; 
alternative or joint payees, 36 
37, 199 ; anomalous, 61, 73 ; 
cheque presented by, 62 ; ficti- 
tious, 61, 73, 81, 114; imper- 
sonal, 61, 73 ; indorsement of, 
see that title ; not specified, 36 ; 
of bill. 108, 112, 114 ; of cheque, 
29, 36 ; official, 63, 70 

Payer for Honour, 149 

Paying Banker, advising fate, 84 ; 
agent’s signature and, 65 ; 
cashing cheques over counter, 

79, 81 ; cheques, when banker 
must pay, 76, 204 ; forged signa- 
tures or alterations, see Forgery ; 
must pay in legal tender, 80 ; 
must pay or refuse at once, 80, 
87 ; payment by, see Payment y 
stamping cheque, 38 ; statutory 
protection, 82, 93, 96, 196 

Paying-in Slip, 16, 17 ; notice on, 
104 ; specimen, 17 

Payment, act of bankruptcy of 
customer cancels authority of 
banker, 76 ; by bank corre- 
spondents under advice, 211; 
considerations before payment 
of cheques, 75-6 ; countermand 
of, see Stopped Cheques ; delay 
for inquiries before, 30, 80, 89 ; 
for honour, 149, 150 ; in due 
course, 79, 81, 147 ; in legal 
tender, 80 ; of bearer cheque, 

81 ; of bills by banker, 135 ; of 
cheques, 76-90 ; of cheques 
(bearer), 81 ; of cheques (order), 

82 ; of cheques in irregular form, 

80, 86 ; of cheques with bill 
or documents attached, 83 ; 
of conditional orders, 196 ; of 
crossed cheques, 93 ; order of 
presention of cheques and, 86 ; 
out of bank hours, 80 ; periodi- 
cal, 215. See Paying Banker 

Payment by Bill or Cheque, 42 

Paymbnts-in, acknowledgments of, 
205 ; appropriations of, 206 at 
diiferent branches, 78 ; credited 
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Pa Y M ENTS- IN — continued. 

before clearance, 103 ; paying -in 
slip, 16-18 ; Rule in Clayton’s 
Case and, 206 ; to meet particu- 
lar bill or cheque, 78 ; to open 
account, 16 

Pencil, bill in, 1 1 1 ; cheque in, 32 ; 

indorsement in, 63 
Periodical Payments, see Standing 
Orders 

Per Procuration Signature, 54, 
61, 100, 104, 199 
Pledge, defined, 243 
Policy op Assurance, 248-9 
Poor Law Guardians, accounts of, 
236-8 ; stamp duty of, 39 
Post, cheques lost in, 41 ; collection 
of cheques through, 101 ; notes 
by, 180 ; notice of dishonour 
lost in, 139-40; presentation of 
bills through, 130 

Post-Dated Cheque, date of, 33 ; 
negotiation of, 33 ; paid before 
due date, 33 ; stamp on, 33 ; 
validity of, 33 

Postal Orders, all payable at 
G.P.O., London, 195; collection 
of, 194 ; crossing of, 194 ; pay- 
ment provisional, 195 
Power op Attorney, 220 
Premises, of bank, 15 
Presentment for Payment of 
Bill, by banker, 131 ; cheque 
offered, 132 ; delay excused, 131 ; 
dispensed with, 131 ; if acceptor 
dead or bankrupt, 131 ; part 
payment offered, 132 ; place, 
130 ; rules for, 130-3 ; through 
post, 131 ; time for, 130 ; to 
accommodation party, 132 ; to 
joint acceptors, 131 
Presentment for Payment of 
Cheque, by banker, 101 ; time 
for, 101. See Collecting Banker 
Private Company, 233 
Probate, defined, 234 
Profit and Loss Account, of 
bank, 7, 12, 25 

Promissory Note, application of 
Bills of Exchange Act to, 157 ; 
defined, 154 ; drawer and drawee 
same person, 114 ; foreign, 143 ; 
payable at bank, 157 ; joint and 
several, 158 ; maker, estoppels of, 
164 ; presentment for payment, 
156; specimen, 155-6; stamp 
on, 158. See BiU oj Exchange 
Protest, collecting bankers* duty 
to, 145 ; delay in, 144 ; dispensed 
with, 144 ; for better security, 
144 ; form of, 142-3 ; house- 
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holder’s, 145; of cheque with 
foreign indorsement, 87 ; of 
foreign bill, 130, 133, 1 12 ; of 
inland bill, 143 ; preliminary to 
acceptance or payment for 
honour, 148-50 ; stamp on, 146 ; 
supra, 149 ; time for, 144 
PuBLio Accoonts, 236-8 

Qualified Acceptance, 115, ll7, 
128 

Rebate, on bill discounted, 13;» ; 
on bill retired, 134 ; on docu- 
mentary bills, 255 ; refund of 
charges, 1 35 

Receipt, by banker on bill or 
cheque, 40, 135, 161 ; documents 
in form of, 197-8; exemptions, 
40 ; forgery of signature to, 196 ; 
on cheque, 40 ; on order cheque, 
196 ; stamp on, 40, 161 ; see 
Deposit Receipts 
Re-exchange, 137 
Refer to Drawer (R/D), 87 
Referee in Case of Need, 113 
Registered Stocks, defined, 247 
Remittance Book, 20 
Reserve Fund of Bank, 12 
Resolution, opening account of 
corporate body, 229, 230, 231, 
236 

Return of Cheques, see Dishonour 
of Cheque 

Revenue Act, 1883, s. 17, 97, 197 
Royal Exchange, 2 
Rule in Clayton’s Case, 206 
Rural District Council, see 
Local Authorities 

Safe Custody, valuables for, 216-17 
Sans Recours, 47 
Scotland, bill or cheque operating 
as assignment of balance, 79, 86, 
124 

Secrecy, 204, 211 
Securities, 243-5 ; bill held as, 
142; classes of, 243; collatoial, 
244 ; memorandum of deposit, 
244, 248, 249 ; mortgage or 
pledge, 243. See Documents oj 
Title to Qoods, Guarantees, Life 
Policies, Stock Exchange Securi- 
ties, Title Deeds 
Set, bills in, see Bills in a Set 
Set-off, against contingent liability 
on bills discounted, 208 ; defined, 
207 

Set-off between accounts ; at 
different branches, 77—8 ; cur - 
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Skt-off — continued. 

Set-off between accounts — cont. 

rent and loan, 208 ; deceasf d 
customer and executor, 208 ; 
of same customer, 207 ; 
private, joint and trust, 208 
Sharks, see Stock Exchange Securi- 
ties 

Short Bills, 133, and see Bills for 
Collection 

Sight, bills payable at or after, 118- 
19, 120 

Signature, by mark, 31, 50, 71 ; 
by mistake, 32 ; facsimile, 32 ; 
forged, see Forgery ; illiterate, 
31, 50, 71 ; indexing of, 18; of 
agent, 51, 110; ()f bill, 115; of 
(•IiO(}iio, drawer’s, 31 ; of cus- 
tomer, 18 ; of drawee, 114 ; of 
firm, 115; on blank stamped 
paper, 14 ; pencil, in, 32, 53, 111; 
per procuration, 54, 01, 100, 104, 
190 ; ratification of forged, 116 ; 
speriinens of, 18, 31 ; trade 

name, in, 47 ; variation in, 31 
Societies, accounts of, 220 ; Build- 
ing, 230 ; Friendly, 230 
Sola 13ill, 113 
SovKRKiGN, weight of, 80 
Stai.e Cheque, negotiation of, 34 ; 
j)ayment of, 34 ; Statute of 
I^iinitations and, 34 ; when con- 
sidered, 34 

Stami’, adhesive, 38 ; ad valorem, 

161 ; afVixotl by, 38; appropri- 
ated, 161 ; Bank of bmgland 
notes, and, 170 ; bankers’ drafts, 
183 ; bankers’ jjayinents, 160, 
183; “ Bill or Note,” 170; bill 
t>r note payable with interest, 
164 ; bills in a set, 164 ; cancella- 
tion of adhesive, 38, 161, 163; 
Chamud Islands, and, 39, 150, 

162 ; cheque, bill, or note im- 
properly or not stamped, 39, 162, 

163 ; coupon, and, 160; deposit 
roc'oipt , and, 186 ; execution, 
after, 104; exemptions, cheque, 
30 ; exemptions, various, 159- 
61; foreign, 163; foreign bills 
and notes, 161 ; foreign drawn 
bills for acceptance, and, 165 ; 
impressed, 38 ; inland bills and 
notes, and, 161 ; Ireland, and, 39, 
162, 290 ; Isle of Man, and, 30, 
150, 162 ; on acknowledgments 
t>f payments in, by banker, 205 ; 
on agreement, 248 ; on bill, 158- 
65 ; on bill in foreign currency, 
162 ; on hill of lading, 251 ; on 
cheque, 38 ; on Circular Letter 


Stamp — continued. 

of Credit, 192 ; on dock warrant, 

251 ; on documents in form of 
receipts, 198 ; on foreign bills and 
notes, 161 ; on foreign cheques, 
39 ; on guarantee, 246 ; on letter 
of authority, 218 ; on letter of 
credit, 160, 189 ; on list given to 
banker of orders to bo paid, 1 98, 
237 ; on mandate, 218; on 
memorandum of deposit, 248 ; 
on post-dated cheque, 33 ; on 
promissory note, 158-65 ; on 
protest, 146 ; on order to retire 
bills, 134 ; on power of attorney, 
221 ; on receipt on bill by banker, 
161 ; on receipt on cheque, 40 ; 
on receipt on Deposit Receipt, 
186 ; on standing order, 40 ; on 
transfers between accounts, 30 ; 
on warehousekeeper’s certificate, 

252 ; penalty, 38, 30, 163 ; post- 
age, on bill or cheque, 38, 161 

Stamp Act, 1853, s. 19, 182, 196, 
199 

Stamp Act, 1891, ss. 32 and 33, 158, 
8. 35, 162 

Standing Orders, banker’s duties 
as to, 215 ; stamp on, 40 

Statements, in lieu of passbook, 26 

Statute of Limitations, acknow- 
ledgment of debt, 210 ; bank 
note, 181 ; banker’s liability to 
true owner, 103 ; between banker 
and customer, 209-10 ; bill, 146 ; 
cheque, 34 ; credit current ac- 
count, 209 ; debit current ac- 
count, 210 ; deposit account, 
210 ; deposit receipt, 210 ; loan 
account, 210 ; payments-in and 
appropriation to statute barred 
debt, 206 ; reason for, 209 ; sot- 
oll, and, 210 

Statutorv Protection, defined, 
88 ; of collecting banker, 88, 96, 
102, 103, 105, 133; of paying 
banker, 82, 93, 96, 196 

Stock Exchange Securities, as 
cover for advances, 247-8 ; 
purchase and sale of, 215, 234 ; 
transfer of shares, 248 

Stolen, cheque, 82, 91, 98 ; note, 
181 

Stopped Cheque, at request of 
holder, 77 ; by notice of act of 
bankruptcy of customer, 76 ; by 
CO -executor, 235; by co- trustee, 
236 ; by joint account holder, 
225 ; by operation of law, 76 ; by 
partner, 228 ; by telegram, 76, 
80 ; by telephone, 77 ; by verbal 
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SrorrED Chequi: — continued. 

instructions, 76 ; list of, 76 ; paid 
by banker, 76 ; when effective, 
76, 79 ; when fate wired, 84 ; 
when marked good, 86 
Stranger, cheques collected for, 
106 

Summary Sheet, 108 
Supra Protest, 1 49 

Telegram, advising fate of cheque 
by, 84 ; stopping cheque by, 77, 
80 

Telephone, stopping cheque by, 77 
Teller’s Book, 19 
Tender, legal, 80 ; of bank notes, 3, 
179 ; of cheques, 42 ; payment of 
cheque in legal tender, 81 ; pay- 
ment of bill in legal tender, 147 ; 
weight of half sovereign and 
sovereign when legal tender, 80 
Time Giving of, see Bill of Ex- 
change 

Title to Cheque, defect in cus- 
tomer’s, 88, 96, 102-5, 133 
Title Deeds, 249-60 
Town Clearing, see Clearing 
Transfer of Shares, 248 
Transferability, of bill, 122; of 
cheque crossed “ a/c payee 
[only],” 98, 104 ; of cheque 

payable to “A. B. only,” 96; of 
conditional orders to pay and 
documents not cheques, 97, 
195-9 

Transferor by Delivery, 37, 48, 
107, 113, 123 

Traveller’s Letter of Credit, 
189-92 


True Owner, banker’s liability to, 
102, 104, 107 ; liability of 

Treasurer of Local Authority 
to, 238 ; see Statutory Protection 
Trust Account, breach of customer, 
76, 235 ; trustees’ accounts, 235 
Trustee, account of, 235 ; banker 
as Custodian, 9 ; breach of, 76, 
235 ; indorsement of, 68, 68 ; 
powers of, 236 

Trustee in Bankruptcy, account 
of, 222 ; bankruptcy of, 223 ; no 
stamp duty on cheques of, 39 ; 
of partner, 228 
Turnover of Account, 209 

Uncleared Cheques, garnishee 
order and, 215 ; interest on, 174- 
7 ; notice in passbook respecting, 
78, 104 ; same on paying-in slips, 
78, 104 ; right of banker to debit 
if returned unpaid, 206 
Uncrossed Cheques, see Open 
Cheques 

Urban District Council, accounts 
of, 236-8, stamp on orders, 39 

Valuables for Safe Custody, 
216-17 ; banker has no lien on, 
245 

Value Received, 121 
Walks, 177-8 

Warehousekeepers' Certificate, 
flofined and specimen, 252 
Waste Book, 20 ; specimen, 20 
Winding Up, 75, 234 
Without Recourse, 47 
Words and Figures Differ, 35 



A SELECTION FROM 

MACDONALD & EVANS’ GENERAL LIST 


A PLAIN GUIDE TO INVESTMENT AND FINANCE. 

By T. E. Young, B.A,, F.I.A., Late President of the Institute of 

Actuaries ; Late Chairman of the Life Offices’ Association ; Late 

President of the International Congress of Actuaries ; Late Life 

Manager and Actuary of the Commercial Union Assurance 

Company. JJeiny 8vo, 324 pp. Price 7s. 6d. net. Third Edition, 

The Financial Tunes says : “ It is carefully and lucidly written, and 
anyone wlio desires to get a comprehensive grasp of the financial world 
at largo, and of the Stock and Money Markets particularly, cannot secure 
a bettor or more reliable guide.” 

The Scotsmayi says : “ 'I’he style is invariably clear and interesting, 

and as the book is the outcome of long experience, it should be found 
of service both by those who have money to invest, and by the ordinary 
student of economics.” 

AN ELEMENTARY MANUAL OF STATISTICS. 

By A. L. Bowley, Sc.D., M.A., Vice-President of the Royal 

Statistical Society ; Professor of Statistics in the University of 

London. Demy 8vo, 261 pp. Price 8s. 6d. net. Fijth Edition, 

A Key to the Exercises is now ready. Price 6«. net. 

The Economist says ; ” Professor Bowley ’s book provides a practical 
and clear introduction to the subject, in which the results of much know- 
ledge are admirably arranged in a small space.” 

A PRACTICAL GUIDE TO SHARE TRANSFER 
REGISTRATION. 

By A. W. Pilghim, A.LS.A., and H. G. D. Coles, F.I.S.A., A.C.I.S. 

Demy 8vo. 240 pp. Price Is. 6d. net. 

This is a practical book based on the procedure adopted with success in 
a largo Company with which the Authors have been associated many 
years. The methods suggested will be found to be equally workable and 
efficient in the case of a small Company, 

'Ihe Statist says: “The book should prove valuable to all engaged in the 
duties of share transfer registration.” 

Scottish Bankers' Magazine says: “A considerable section is devoted to 
the various forms common to registration departments, and no effort 
seems to have boon spared to justify its claim as a practical guide.” 

MODERN BUSINESS TRAINING AND THE 
METHODS AND MACHINERY OF BUSINESS. 

By J. K. Gkebby, Examiner to the Royal Society of Arts 

Crown 8vo, 600 pp. Price 7s. 6d. net. Sixteenth Edition. 



MARINE INSURANCE : Its Principles and Practice. 

By Fkbdbrick Templbman, late Adjuster of Claims to the Alliance 
Assurance Co., Ltd., and C. T. Greenacro, Adjuster of Claims 
to the Alliance Assurance Co., Ltd. Royal 8vo, 408 -f xxii pp. 
Price 208. net. 

The Local Government Journal says : “ Mr. Green acre is eminently 
qualified for the task he has undertaken, and he has certainly succeeded 
in producing a work which is not only a text-book, but may also be of 
inestimable value to all persons engaged in the shipping trade. It deals 
simply with the principles and practice of Marine Insurance, but there 
is hardly an explanatory statement that is not fortified by legal decisions.” 

FROM GILD TO FACTORY ; A first short course in 
Economic History. 

By Alfred Mignes, M.A., D. Lit... Staff Lecturer to the University 
Extension Board and Examiner in Economics and Economic History 
for the School Examinations in the University of London. Crown 
8vo, 180 pp. Third Edition, revised and enlarged. Price 4s. net. 

AN ELEMENTARY GEOGRAPHY OF THE WORLD, 
Regional and Economic, with numerous Practical Exercises. 

By J. W. Page, F.R.G.S. In Six Sections: I. Africa, II. Australasia, 
III. America, price 8d. net each ; IV. Asia, V. Europe, VI. British 
Islands, price 9d. net each. Also eomploto in one volume, boimd in 
cloth, with an additional chapter on General Geography. Price Gs. net. 

BOOKKEEPING AND ACCOUNTS : A Textbook for 
Intermediate and Advanced Students. 

By L. C. Cropper, F.C.A., Examiner to the Royal Society of Arts, 
to the London Chamber of Commerce, and to the Incorporated Secre- 
taries* Association. Crown 8vo, 980 pp. Price 8s. Gd. net. Seventeenth 
Edition. Complete Key. Demy 8vo, 740 pp. Price 25s. 


LOGARITHMS : Their Application to Business and 
Arithmetical Calculations. 

With 7 Figure Tables. By G. E. Launder. Demy 8vo, 80 pp. 
Price 2s. net. 

This book, reviewed very favourably by the Schoolmaster, Accountant, 
Accountants' Magazine, Financial Times, etc., deals in a very practical 
way with Percentages, Proportion, Interest, Foreign Exchange, Bank- 
ruptcies, Annuities, Depreciation, Sinking Funds, etc. 

THE POULTRY MANUAL; A Complete Guide for 
the Breeder and Exhibitor. 

By the Rev. T. W. Sturges, M.A., Past President of the Poultry 
Club, etc. Illustrated by 9 Coloured and 40 Black and White 
Plates, including 5 Plates of Feathers. Demy 8vo, 490 pp. Price 
12s. 6d. net. Fourth Edition. 
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AN IMPORTANT WORK ON BANKING 


THE PRACTICE AND LAW OF BANKING 

By H. P. SHELDON. 

Certificated Associate of the Institute of Bankers, 

Demy 8vo (8} by SJ in.), 550 pp. Price ICs. net. Fifth Edition, 

With the full text of the Bills of Exchange Acts, 1882-1917. 

•[ The book is divided for purposes of treatment into 7 parts, embracing, 
in all, 28 chapters, exclusive of an extensive appendix giving numerous 
approved forms (guarantees, mortgages, authorities, etc.) in actual use 
by bankers. Us comprehtmsiveness may be illustrated by the fact that 
the index to the book extends to some 32 columns of text, and comprises 
over 2,000 references. Moreover, the text of the books accords with the 
mo.st recent k^gal deci.sions affecting bankers. The latest cases cited are 
Snuclictfe v. h. C. W, and Parr's Bank^ Ltd.^ 1920, and Commissioners of 
Taxation v. EngLishf Scottish and A'listralian Bank, Ltd., 1920. Reference 
is made <.o the new Law of Property Act, and the Increase of Rent and 
Mortgage Interest (Restrictions) Act, 1920. It is safe to say that there is no 
general fextbook on Banking which, from all points of view, better satisfies 
the ro(iuiroments of the modem bankman and student of banking. 

T[ The book has been very favourably reviewed by, amongst other 
periodicals. The Times, The Economist, and The Financial Times, The 
following extracts from reviews in publications devoted to banking will, 
however, bo of more interest to bankmen : 

The J ournal of the Institute of Bankers says : “ We con confidently recom- 
mend our members to read it for themselves. Within its 496 closely printed 
pages it contains a mass of information which is well arranged, and, so far 
as wo are able to judge, accurate.’* 

The Banker's Magazine says : “ The book provides a very usefu 

handbook for the practical bankman and for the serious student. Besides 
being a legal handbook, the volume is a thoroughly practical guide to 
banking practice, and one which may lie confidently recommended for 
the use of banking students as an all-round textbook on English Banking.*’ 

The London County Westminster and Parr's Bank Magazine .says; 
“ It is a valuable addition to tho literature of banking, and a volume 
likely to prove of t!u3 utmo.st use to students and practitioners alike, 
ft is compik>d by a banker with practical knowledge of tho needs and 
rocpiiromonts of bankmen. . . . To those who wish to feel absolutely 
sure in their decisions on any problem that may arise in the day’s work, 
this volume may lie rccommended.” 

The Dark Horse (Lloyds Bank Magazine) says : “In this book Mr. 
Sheldon provides a very useful work of reference for the practical banker, 
and has concentrated into its 496 pp. an amount and variety of informa- 
tion which is remarkable in its comprehensiveness.” 

The Old Lady of Threadneedle Street (Bonk of England Magazine) says : 
“ It is, indeed, probably tho l^est book of its kind.” 


IMPORTANT NOTICE 


This Book has been placed on the list of books recommended by the Council 
of the Institute of Bankers to students preparing for the Institute Examinations 



AN IMPORTANT WORK BY THE 
A UTHOR OF '^BOOK-KEEPING & ACCOUNTS" 

m 

ACCOUNTING 

By L. CuTHBEBT Cropper, Fellow of the Institute of 
Chartered Accountants in England and Wales, Senior 
Examiner in Book-keeping to the Royal Society of Arts 
and the London Chamber of Commerce, Occasional Ex- 
aminer to the Civil Service Commissioners, etc. Demy 8vo 
(8| in. X 6| in.), xiv + 1,078 pp., exclusive of folding insets. 
Price 24s. net. Fifth Edition. 

In writing this work the author has sought to achieve a 
twofold purpose : — 

(а) To provide the student who has mastered the principles 
of book-keeping with so complete an exposition of the 
application of those principles to the practical business 
of account-keeping as within the compass of a single 
volume to pilot him through his professional examina- 
tions. 

(б) To place at his disposal a manual that shall assist him 
to the fuller understanding of a subject which calls as 
much for constant adaptation as for a mastery of its 
principles, and so enable him to meet the problems 
that will confront him in the practical everyday work 
of his profession. 

In pursuance of purpose (a) the book embodies the author’s 
extensive experience as lecturer and examiner in book- 
keeping and in accountancy, and includes a unique collec- 
tion of about 1,500 examination questions selected from 
papers actually set by the professional and other examining 
bodies. Purpose (b) is secured inasmuch as the worked 
examples illustrative of the principles laid down in the text 
are drawn not from text-books but from the everyday 
experience of the practising accountant. 

This book is the only one comprehensive enough to carry the 
student through the examinations — including the final — of the 
Institute of Chartered Accountants^ the Society of Incorporated 
Accountants and Auditors^ the Chartered Institute of 
Secretaries, etc. 

Contents : Chap. I : Single Entry ; Slip System of Posting ; 
Loose Leaf Ledgers (19 pp.). Chap. II : Trading, Working 



ACCOUNTING“-co/f//w«t;</. 

and Manufacturing Accounts ; Revenue, Receipts and 
Payments, and Income and Expenditure Accounts ; The 
Graphic Presentation of Business Statements (35 pp.). 
Chap. Ill : Capital and Revenue ; Goodwill ; Depreciation ; 
Sinking Funds ; Reserves (62 pp.)* Chap. IV : Joint 
Stock Companies — ^Legal and Statistical (95 pp.). Chap. V : 
Joint Stock Companies — Company Accountancy (102 pp.). 
Chap. VI : Joint Stock Companies — ^The Annual Report 
and Accounts (62 pp.). Chap. VII : Joint Stock Com- 
panies — Liquidation (62 pp.). Chap. VIII: Joint Stock 
Companie3 — ^The Financial History of a Limited Company 
(37 pp.). Chap. IX : Partnership (74 pp.). Chap. X : 
Insolvency (72 pp.). Chap. XI : The Double Account 
System (59 pp ). Chap. XII : Hire Purchase Accounts ; 
Royalty Accounts (26 pp.). Chap. XIII : Store and Cost 
Accounts (46 pp.). Chap. XIV : Bank Accounts (40 pp.). 
Chap. XV : Assurance Accounts (50 pp.). Chap. XVI : 
Branch Accounts ; Departmental Accounts (40 pp.). 
Chap. XVII : Foreign Exchange (40 pp.). Chap. XVIII : 
Executors and Administrators (97 pp.). Chap. XIX : In- 
come Tax (45 pp.). Index (12 pp. double column). In all, 
1,092 pp. The average content of the page exceeds 400 
words. 

The Accountants' Magazine says : “ The book is well written and 
clearly printed, and the subject matter suitably arranged. It is a 
valuable addition to the standard works on accountancy.** 

The Incorporated Accountants' Journal says : “ This is an entirely 
now work dealing with the subject in practically all its aspects . . . 
a valuable book from the student’s point of view.” 

Ijistitute of Book-keepers' Journal says : ” The book is even more 
explicit than the author’s previous works, which are of such valuable 
assistance to book-keeping students ... a really wonderful book of 
information.” 

The Accountant says : “ Mr. L. Cuthbert Cropper, whose book- 

keeping text-books are so well known, has now written a more 
advanced treatise applying the principles of double entry to the 
immensely varied problems of practical accounting. That the book 
rvius to well over a thousand pages is an illustration both of the 
thoroughness with which the work has been done and the progress 
that has been made in recent years in the scientific development of 
the subject. . . . Wo have examined the nineteen chapters with care 
and are impressed with the industry which must have been put into 
the collection and arrangement of so large a mass of facts. The 
chapter on the difficult and confusing subject of Executorship is 
particularly good. . . . The chapter on Foreign Exchange avoids 
the vagueness which besets so many attempts to deal with this 
subject . . . the appeal to the serious student is emphasised by the 
inclusion of 1,463 examination questions.** 



and arithmetic of foreign 

exchange 

By S. Evelyn Thomas, B.Com., A.C.I.S., Cert. A.I.B,, 
F.R.Econ.S., First Place Final Examination, “ Beckett,” 

“ Charles Reeve ” and “ Gwyther ” Prizeman, Institute of 
Bankers. ivo,()Oop'p. Sixth Edition. Priceios.6d.net. 

H, M, Hallsworth^ University of Durham ^ says : “I have little 
hesitation in saying that it is the most clearly written book on the foreign 
exchanges that we have got. ... I shall certainly adopt it for use in 
the classes at this college.” 

Prof H, S, Foxwell, M.A., Professor of Political Economy in 

the University of Ijondon^ says: “I am particularly pleased with Mr. 
Thomas's book on exchange. The combination of the practical 
calculation of exchange rates with the principles on which the rates 
are based is excellent, and just what is wanted by students. The book 
is written with complete grasp of the subject and quite remarkable 
clearness. It ought to have an extensive sale, and I am recommending 
it both at Cambridge and London.” 

This hook has been placed on the list of books recommended by 
the Council of the Institute of Bankers to students preparing for 
the Institute examinations ^ and similarly on the list of books 
recommended by the Institute of Bankers in Ireland. 

MODERN FOREIGN EXCHANGE AND FOREIGN BANKING 
By H. W. Phillips, Manager, British Foreign and Colonial 
Corporation, Ltd. (Foreign Branch) ; formerly with Barclays 
Bank, Ltd., and S. P. S^caramanga, Sworn Broker. Demy 
8vo, xii 300 pp. With 20 half-tone Illustrations and i Folding 
Form. Price 8s. 6d. net. 

In this work the twin subjects of Foreign Exchange and 
Foreign Banking are treated from the practical standpoint 
by a practising exchange dealer and foreign banker. The 
book gives a very intimate account of the way inj^jhich 
foreign exchange operations and foreign banking afe con- 
ducted at the present day. It is addressed to .. 

operators, to bankmen, and to every manufacturer and hterjfhant ^ 
engaged in carrying on the foreign trade of the country. To ^Ij^ 
such persons no book should prove more useful than thi§.. 

On the List of books recommended by the Council of the Institute 
of Bankers. 

The Investors* Chronicle and Money Market Review says : “ Mr. Phillips 
is nothing if not practical. This is a book which wc can very heartily 
recommend to any reader who really wants to get an idea of the workings 
of foreign exchange under the present difficult and kaleidoscopic con- 
ditions.” 

The Economist says : “ It is a work to be read carefully, especially by 
bankers.” 

Manchester Guardian Commercial says : “ Wc know of no book in which 
the atmosphere of dealing in money is so effectively reproduced.” 

The Financial Times says : “ The book, therefore, is valuable as a work 
of reference, apart from its educational aspect. It should appeal es- 
pecially to the bankman, but also tp a much wider commercial circle.” 



AccouN OOK FOR THE GENIAL READER 

Pa** ' ’^GACY OF THE ANCIENT WORLD 

W. G. DE Burgh, iM A., Professor of Philosophy, 
aversity College, Reading. Demy 8vo, xvi 4* 462 pp. 
Price 15s. net. Secorul Edition. 

The aim of this book is to introduce the general reader to 
a knowledge of antiquity, and to help teachers and students 
by indicating the lines of connection between the successive 
|)hases of what may be termed, compendiously, the Mediter- 
ranean civilisation. It sets forth the abiding value of the 
life and thought of Israel, Greece and Rome. It shows 
how the Hebrew, the Greek and the Roman peoples have 
influenced Christianity and the Middle Age, and so moulded 
the life of the peoples of to-day — the Hebrew contributing 
spiritual vision ; the Greek freedom and individuality ; 
the Roman ordered discipline. Liberty, law and the 
Kingdom of God form the theme of this volume. 

N.B.-— A valuable feature of this book is the Bibliographical 
Appendix, which gives for the subject matter of each 
chapter trustworthy and readily accessible English works 
by which the student may pursue his studies in more 
specialised fields, 

Tfn- Times lAlerary Supplement says : “ By this book, lucid and 
H<M.:uraio, sol)cr and sound, the novice might surely be inspired to 
fair issues. It should reasonably act on youth, to use the Socratean 
j)hraso.s, as th (3 gadfly sent of God to sting and wake from indolent 
sliinilxMS, iis (ho spiritual midwife bringing to birth true thoughts in 
tho soul. I loro is tho loro wo nogloct re*shaped for us as latest know- 
N'dgo bids and gaining, not losing, in the process, as some may fear. 
Horo is rare naalosty, and the moderation of good sense on the part 
of our tutor. Tho stylo befitting the matter is a limpid vehicle that 
hi(l(\s Ihsolf that tho high subject may prevail. And there is no 
excuse for iriat tout ion. Mr. do Burgh requires no special knowledge 
on our f)art. And presently we are listening, ‘like a three years 
old child.* Wo ‘ cannot choose but hoar.* ’* 

The Westminster Gazette says : “ In an age of historical specialism 
it i.s remnrkahh’ to fiml a philosopher giving us a general history of 
th(3 h<\st sort. It should appeal not only to the scholar and the 
academic student, but to tho best minds among the workers in 
industrial town.s whom it is designed to roach.** 

The Saturday Review says : “ Prof, de Burgh’s powers are evident 
in his adtHpiate and orderly arrangement of his matter, and plain, 
simple language. Ho may he relied on for accuracy, and I am bound 
to say that the philosophical sections of his book are excellent. I 
recommend it very heartily.*’ 

The Guardian says : “ Tho value of this book is to be measured neither 
by tho length of our review, nor by the price of the book. Mr. de 
liurgh is a man of singularly wide reading and thought.” 

Glasgow Herald says : ” The whole exposition is instructive and 
suggestive, and forms a genuine contribution to the consideration of 
some fundamental problems of the day.” 
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